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NOTES OF THE MONTH 
Britain, Egypt, and the Future of the Sudan 


|: the negotiations with Egypt for a new treaty finally break 
down! it will not be the first time that the question of the status 
of the Sudan has proved to be, not only a stumbling block, but the 
rock on which the efforts to find agreement have foundered. In 
1930 the attempts to negotiate a treaty had to be abandoned when 
on the very verge of success solely owing to the impossibility of 
reconciling the views of the British and Egyptian Governments on 
that problem, and it was a matter for congratulation that in 1936, 
in the existing treaty, a compromise was reached which enabled 
the negotiations on all other questions to be concluded successfully 
while leaving the one which proved insoluble to be dealt with 
separately later on. By the terms of the treaty both sides agreed 
that the administration of the Sudan should continue to be that 
resulting from the Condominium agreement of 1899, but “‘reserve 
liberty to conclude new conventions in future”. The Sudan con- 
tinued, therefore, to be administered by a Governor-General with 
upreme power, “‘appointed on the recommendation of the British 
Government”’, but Egypt did not give up her claim to sovereignty 
ver it, Article 11 (para 3) stating that “‘nothing in this Article 
prejudices the question of sovere gnty over the Sudan”’. In addition 
to this, Egypt secured the removal of a number of disabilities in 
that country which were imposed by the British Gove. ment after 
e murder of the Governor-General in 1924, including the 
reopening of posts in the administration to Egyptian officials. 
This arrangement, however, did little more than shelve the 
ficulty. Egypt still held to her contention that sovereignty over 
the Sudan was vested in the Egyptian Crown, and claimed that 
the unity of the Nile Valley” was essential to her security and 
sperity, while the British Government maintained that the 
int Anglo-Egyptian administration of the country was in the 
iture of a trust for the Sudanese people, to quote the words used 


At the moment of going to press it has become known that the Egyptian 
rnment have finally broken off negotiations. 
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by Mr. Ramsay MacDonald in 1924, in a despatch to Cairo in 
which he declared that there could be no question of their abandon- 
ing the Sudan until their work (of preparing the Sudanese for self- 
government) was done. The present Government, while reaffirm- 
ing that attitude, point out that when the time comes for the 
Sudanese to set up a Government of their own they must, of course, 
be entirely free to choose whether to retain the connection with 
Egypt or not. 

Unfortunately for the prospects of a settlement now, Egyptian 
politicians and the press have for 25 years consistently preached 
the doctrine of the unity of the Nile Valley, and in 1930 the argu- 
ment used by Nahas Pasha (then Prime Minister) about the 
Condominium was that Egyptian sovereignty over the Sudan was 
“undivided”’ despite that agreement, as it had a purely administra- 
tive, and not a political, bearing. Present-day Egyptian leaders 
appear to content themselves with repeating the claim that the 
Sudan and Egypt are one, finding it unnecessary to enlighten their 
people as to the circumstances in which the Condominium agree- 
ment, was concluded, after, that is, the reconquest of the Sudan 
(which had successfully rebelled against Egyptian misrule) by a 
joint expedition of British and British-trained troops organized and 
led by Lord Kitchener. The result is that the vast majority of 
Egyptians only know that the country was once part of the domains 
of the Khedive, and that Egypt is dependent on the waters of the 
Nile for her prosperity, if not her very life. 

Egypt certainly has every right to demand full guarantees of 
security on her southern frontier, and to have absolute certainty 
that nothing shall be done to imperil her supplies of Nile water. 
But both in Britian and the Sudan there has always been full 
recognition of this, and the Nile Waters Agreement of 1929 was 
concluded especially so as to remove any fears that future plans for 
water conservation and irrigation in the Sudan should interfere 
in any way with Egypt’s supplies. That agreement provided for the 
construction of a new dam in the Sudan entirely for Egypt’s 
benefit, and established the principles that no measures should be 
taken by the Sudan which would prejudice the interests of Egypt, 
and that there should be co-operation between the irrigation 
services of the two countries. 

As for the present impasse, the so-called Sudan protocol has not 
been published, but it is clear that in it the British Government 
maintain the principle that the future status of the Sudan must 
result from the free choice of the Sudanese themselves. As they 
point out, they “‘cannot sign away a people’s right of self-deter- 
mination in a treaty with a third party’. And this contention has 
all the more point now that there has emerged a strong nationalist 
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and independence movement within the Sudan itself. Unfortun- 
ately it is represented by two organizations which are in strong 
disagreement in many of their methods and aims, but both stand 
for an independent Sudan free from interference whether by 
Britain or Egypt. 





The Impasse in India 
On Jan. 29 the Working Committee of the Muslim League met 
to consider the resolution passed by the All-India Congress 
Committee on Jan. 6 recommending the acceptance of the British 
Government’s interpretation of those provisions of the Cabinet 
Mission’s Statement which deal with the grouping of provinces 
for the work of constitution-making. At the time of writing the 
results of that meeting are not known, but it may be useful to say 
rs something at this point in explanation of the sharp difference of 
view which still persists between the Muslims and the Congress 
on this vital part of the Cabinet scheme. The Congress resolution 
declares, it is true, for acceptance of the British Government’s 
al interpretation, but the form in which it has done this makes it 
a quite unacceptable to the Muslim League. 
nd To explain why this is so it is necessary to go back to last May 
of and to the terms of the Cabinet Mission’s Statement. For the task of 
I constitution-making the provinces were grouped in three Sections, 
A, B, and C, i.e. the mainly Hindu provinces, the Muslim pro- 
vinces (Punjab, N.W. Frontier Province, and Sind), and the two 
North-Eastern provinces of Bengal and Assam. Under paragraph 
19 (v) “these Sections shall proceed to settle provincial constitu- 
tions for the provinces included in each Section and shall also 
Ful decide whether any group constitution shall be set up for those 
provinces . . . Provinces should have power to opt out of groups in 
accordance with the provisions of sub-clause viii”. Sub-clause 
el viii: reads “‘As soon as the new constitutional arrangements have 
t ome into operation it shall be open to any province to elect to 
Dt come out of any group in which it has been placed. Such a 
lecision shall be taken by the Legislature of the province after 
v] the first General Election under this new constitution’’. 
In an explanatory statement by the Mission, issued on May 25, 
was pointed out that the Congress Party’s interpretation of the 
Statement — which was that the provinces could in the first 
stance make the choice whether or not to belong to the Section 
which they were placed — did not accord with the British 
Delegation’s intention. The reasons for the grouping of the 
te provinces were well-known, and this was an essential feature of 
scheme and could only be modified by agreement between 
parties. 
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It may here be recalled that this grouping was the essence of the 
compromise in the Cabinet Mission’s scheme. By it the Congress 
got their unified India, and the Muslims got the opportunity, 
through the groups, of handling certain important subjects jointly 
by the group. 

After the visit of the Congress leaders to London last December 
it was found necessary to publish, on Dec. 6, the British Govern- 
ment’s interpretation of clauses v and viii of paragraph 19 quoted 
above, since the Congress now claimed that the true meaning 
of the Statement, read as a whole, was that the provinces had the 
right to decide both as to the grouping and as to their own consti- 
tutions. The British Government now said: “The Cabinet 
Mission have throughout maintained the view that the decisions 
of the Sections should, in the absence of agreement to the contrary, 
be taken by simple majority vote of the representatives in the 
Sections. This view has been accepted by the Muslim League, 
but the Congress have put forward a different view (as above). 
H.M. Government have had legal advice which confirms that 
the Statement of May 16 means what the Cabinet Mission have 
always stated was their intention. This part of the Statement as so 
interpreted must therefore be considered an essential part of the 
scheme of May 16 for enabling the Indian people to formulate a 
constitution which H.M. Government would be prepared tosubmit 
to Parliament. It should, therefore, be accepted by all parties in 
the Constituent Assembly...” 

Next came the decision of the All-India Congress Committee, 
by a vote of 99 to 52 on Jan. 6, to adopt the recommendation of the 
Working Committee to accept the British Government’s inter- 
pretation of paragraph 19, and had this meant an unqualified 
acceptance of it the Muslim League would have no longer had 
good reason to boycott the Constituent Assembly. But the resolu- 
tion went on to say that “it must be clearly understood that this 
does not involve any compulsion of a province, and that the rights 
of the Sikhs in Punjab should not be jeopardized. In the event of 
any attempt at such compulsion, a province or part of a province 
has the right to take such action as may be deemed necessary to 
give effect to the wishes of the people concerned’. 

Mr. Jinnah considers that this provision in effect nullifies the 
Congress undertaking to proceed in accordance with the terms 
of paragraph 19, and alters the whole position and outlook from 
the Muslim League’s point of view. Why this is so must now be 
explained. The question at issue may most easily be made clear 
by considering the case of Section C — the provinces of Assam 
and Bengal. Assam, with 10 million inhabitants, has about double 
as many non-Muslim inhabitants as it has Muslim, and Bengal 
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has nearly 6 million (out of over 60 million people) more Muslims 
than non-Muslims (mostly Hindus). In the elections for the Con- 
ty stituent Assembly the results were: Assam returned 7 Congress 
t! Party Members and 3 Muslim League, while Bengal returned 26 

Congress Party or Congress-nominated Members and 33 represent- 
det ing the Muslim League. When the Constituent Assembly comes to 
n- the task of constitution-making it will split up into 3 Sections, and 
ted Section C will frame the constitutions of both Assam and Bengal. 
ing [In that Section the Muslim League has a majority of 3, so that if 
th decisions are to be by simple majority, as the British Statement 
st lays down, the Muslim League will in effect be able to frame the 
net constitution of the Hindu province of Assam. The Congress 
Ol leaders argue that, on the British Government’s interpretation 
i of Dec. 6), Assam may be permanently anchored to Section C, 





the and the right to contract out after the first general election will be 
ue, nullified by the very nature of the electoral laws which the Section 
vi will no doubt have imposed in the interest of the Muslim League 


hat majority in the Section as a constitution-making body. 
ave It is certainly clear that the Congress view of the powers of the 
provinces to secede from a Section is not in accordance with the 
th provision laid down in paragraph 19 — under which this power 
te a clearly cannot be exercised until after its constitution has been 
mit .dopted and put into effect by the Section. It is equally clear that 
S it f the British interpretation is accepted, the existing Provincial 
Legislatures have no power to defy their Section’s decisions 
ttec regarding the provincial constitutions, and the Muslim League’s 
loubts as to the genuineness of the Congress’ acceptance of that 
\ter- nterpretation can therefore well be understood. 
ified \t its present stage the controversy centres on the danger of a 
had misuse of a majority. Muslims fear that the Hindus will use their 
olu- majority ruthlessly in the Constituent Assembly. Hindus fear the 
t Muslims will use their majority unscrupulously in the Sections. 
ight (here is a complete lack of confidence between them, and if 
nt these fears are well founded there is no prospect of any peace in 
vinc india. 














THE TROUBLES IN NORTHERN GREECE 


|» spite of what M. Kossanovitch said at U.N.O. in December 
when he spoke for Yugoslavia in reply to M. Tsaldaris’ com- 
plaints about that country’s interventions in Greek Macedonia, 
there is quite enough evidence to show that Yugoslavia every now 
and then favours Greek E.L.A.S. refugees within its borders, when 
they set out to lead and encourage Macedonian bands east, west, 
and north of Salonica on their nefarious undertakings. There 
were 24,000 E.L.A.S. refugees in Yugoslavia after the troubles in 
Greece in December 1944 — at least that was the figure given by the 
Yugoslavs then. A legitimate question would be, what has Yugo- 
slavia done with them, and what is it proposing to do? It is known 
that they are largely in camps at Bulkis, near Skoplje, and else- 
where in Yugoslav Macedonia, and many are formed into two 
labour battalions called “‘Zachariades” and “‘Hellas” working on 
Yugoslav reconstruction. But U.N.O. might render a service to 
this troubled land of Greece by achieving a Greco- Yugoslav agree- 
ment about these men and their families; otherwise they are bound to 
form the core of an irredentist movement sponsored by Yugoslavia. 

If they were returned to Greece, the present Government,' 
which seems to find difficulty in dealing wisely with ifs critics or 
opponents, would probably requisition a few islands for them and 
confine them there; so the question is a difficult one and would 
need study and joint planning by all the Powers concerned. 
Meanwhile, they are by no means the only, or indeed the main, 
element in the Macedonian bands. Greece has not changed much 
since the days of Byron. He complained of the vendetta feuds 
which made his army of liberation so difficult to organize in Misso- 
longhi. Today in Macedonia, as everywhere in Greece, there are 
in every town and village at least a score of deaths caused by 
E.L.A.S., and another set of deaths among members of E.L.A.S., 
each of which is the subject of a crude vendetta among the relatives 
of the deceased person. 

This is the troubled water in which both Yugoslavia and the 
Greek Gendarmerie fish. Gather your men from a local place in 
the name of vengeance, and return to that place to wreak it, and 
you have the setting of many a foray. Likewise with the Gend- 
armerie: they blacklist a whole set of ex-E.L.A.S. members for 
arrest, for vengeance, and is it to be wondered at if those men then 
take to the hills? Greek prisons are full and horrible. In the fine 
autumn many wanted men took to the hills. Now the snow has 

1 This was written before the formation of the Government of M. Maximos 
on January 24. 
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come life is harder, but still preferable to prison or transportation 
to the islands. 

Why all E.L.A.S. men should be “‘wanted” is another matter. 
One may well inquire whether in the training of the Greek 
Gendarmerie there has not perhaps been left out that essential of all 
good police work, the probation system. If only liaison of some 
sort had been established between the ex-members of E.L.A.S. 
and the Gendarmerie, might not some probation system have been 
evolved by which those peasants who were in any case attracted to 
hill-life after the harvest, and who were suspect, would have 
been interviewed and asked whether they were prepared to stay 
put and till their fields, rather than “go up’? Many would have 
answered, especially in Thessaly, “I have no choice. My father 
belonged to E.L.A.S. If I don’t join the bands vendetta will be 
taken on my family’. Others would have said, as they have said 
to the present writer, “I’ve been called up to the Greek Army. 
if | go, the bands will take reprisals on my family. If I don’t go, 
the Gendarmerie will take reprisals on me’’. Even so, the liaison 
would have been worth doing. It is almost too late now, but one 
day it will still have to be done. 

Today it has become risky to help the bands. It is equally risky 
not to do so in some districts. ‘To anyone who loves Greece, all 
this is a great tragedy; Greece has become an exceedingly unhappy 
country. ‘Thoughtful British observers, with their ingrained 
iabits of self-examination, cannot but ask themselves how far 
Britain is to blame. The Communists, by the way, never do any- 
thing of the sort. They have their case and propagate it, only 
laming themselves if they don’t propagate it well. And this is 
the Communist case: “The Balkans are mostly Slav. In any case 
they are the outer bastions of Russia. They must belong to the 
Russian defence system. Moreover, they are good suppliers of raw 
materials, while we (Russia) should be able to supply their needs 

manufactured goods. Most of the Balkan countries are friendly 

nyway. We have seen to it that in Sofia, Bucharest, and Belgrade 
shall have friendly Communist Governments. But these 
intries need outlets to the sea. Britain and America are prevent- 
ng that at Trieste and at Salonica. We know what to do about 
este, but Salonica is going to be more difficult. We can’t admit 
glo-American hegemony in these ports, for with it comes all 
curse of Western capitalism, trusts, private industry, and 
pping lines, against which we have set our course. We must 
ave a closed economy, for that is the only way our political ideals 
flourish, and that is our way of life. When the British leave 


sreece we shall have achieved our object and there will be peace 
€ world.” 
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Even if the Communist thesis be accepted, however, this simple 
sequence of events cannot possibly bring about “peace in the 
world’’, because Trieste—according to their thesis—will still have 
to be “‘liberated’”’ on much the same grounds and with a similar 
argumentation and a similar strategy, involving an uprising if 
possible in Rome but certainly in Milan and Turin. These are 
the implications of the war in Macedonia. 

There is no case at all for British troops staying in Greece. 
There is only a case for an Anglo-American force in Greece if that 
force is backing a policy. At present Britain has no Greek, and 
above all no Macedonian, policy. As soon as such a force appears 
in Greece accompanied by a policy, the Russians may have to call 
a halt and examine that policy, for Russia does not want war, and 
if it is a good policy, negotiation will be possible. After the last 
war Britain had a Macedonian policy, a Greek Macedonian policy, 
for, when Macedonia is mentioned in Greece that region is meant 
which came to Greece after the Balkan Wars in 1913. Till that 
date Macedonia was a wide region ruled by the Turks, whose main 
towns besides Salonica were Monastir and Skoplje (today in 
Yugoslavia), and whose eastern region was called Roumelia (today 
inside Bulgaria). 

After the 1914-18 War Greek Macedonia had a considerable 
Greek population, but it also had many of its own Greeks in Bul- 
garia and Yugoslavia. In Greek Macedonia there were then 
Albanian, Yugoslav, and especially Bulgarian minority villages. 
Those who stayed behind after 1923 did so because they opted to 
be Greek. Then there were, in the ’twenties, a million and a half 
Greek refugees from Asia Minor to be provided for. A special 
Macedonian Fund of {100 million was subscribed to by Great 
Britain and the United States and, with this fund, one of the best 
exchanges of population ever made was arranged in as orderly a 
fashion as possible. Bulgarians were returned to Bulgaria, 
Yugoslavs to Yugoslavia, Turks to Turkey, Albanians to Albania, 
and Greeks from all these countries, and especially from Asia 
Minor, were brought into Greek Macedonia and given a settling 
grant. On the whole this policy was a success, and up to 1945 (by 
which time the Bulgarian invaders had withdrawn) villages with 
‘““Slavophones” were very few and easily identifiable. 

The writer visited one such village in the autumn of 1945, : 
tiny place called Kelli, where sixty men were absent in hill-bands 
and the women and children had those high cheek bones which 
Greeks have not got. But the ‘““Slavophone”’ cry has become dated 
These people, few as they were, were not really oppressed by the 
Greeks. They had opted. Their children all spoke Greek. Their 


own language, which is neither Serb nor Bulgarian, has no litera- 


wo haw i a ee 
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pl ture yet. Nor is the new cry of “Autonomous Macedonia’’ made 
the in the name of those few Slavs who would not leave Greek Mace- 
donia under the population exchange scheme. 

Of incidents along the Greco-Bulgarian, Yugoslav, and Albanian 
> if frontiers there were legion between the wars. Shots fired, guards 
kidnapped, bands taking refuge now in Greece, now in Bulgaria, 
now in Yugoslavia. Once in 1925, when the League of Nations 
€ took these things seriously, a Commission was sent out under Sir 
that Horace Rumbold, and he arranged certain indemnities on both 
al sides which were conducive to peace for quite a time. How dated 
ear the very word indemnity seems today! As early as May, 1926 

Yugoslavia was asking for the outright cession of the free zone 
apportioned to her in the port of Salonica, and not till 1929 was 
a satisfactory arrangement reached about that free zone and the 
li railroad leading to it. Yugoslavia during the years between had 
e: purchased control of the Gevgheli-Salonica railroad. In 1929 it 
t was ceded to the Greek Government, but Yugoslav goods were 
ni given special precedence on it. 
y it All these are but examples, taken rather haphazard, out of the 
oda files, the immensely bulky files which tell the story of Macedonia 
in the Foreign Offices of at least five nations. 
rab Today, in this early winter of 1946, what will your trained 
Bul- bandsman in Macedonia say—granted that he is a Greek and a 
ther member of the K.K.E. and probably serving under a “patrol 
| leader’, as they are called, who has been trained across the 
border in Skoplje or Bulkis or one or other of the training camps 
= and schools for Greek partisans run by the Yugoslavs—what will 
rT he say when you ask him why Greek is fighting Greek? 
e In Athens, Field-Marshal Montgomery addressed the students 
| of Athens University in the first days of December and bid them 
eT above all to remain united at this difficult time, reminding them 
gal of what ills had come to Greece through internal strife. These 
bal things are easy, and indeed natural, for a British General to say, 

\ but they presuppose what the Athenian is always trying to prove: 

that this is a struggle of Greece against Pan-Slavism, a question of 

15 pure nationalism and patriotism and independence, whereas our 

7 Macedonian-trained bandsman has his answer pat: “There are 

times when the victory of a foreign country, even a late enemy like 

julgaria or Albania and a neighbour like Yugoslavia, are preferable 

to the victory of one’s own Government and its Allies. Only 

upied countries know that dilemma. Look at Italy during the 

The Italian resistance kept working against its own Govern- 

nt and hoping in the victory of the Allies. It fought the Fascist 
lice, and so do we fight our Fascist Gendarmerie’, etc. etc. 


What the bandsman (if he is trained in a Communist school) is 
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trying to say is that support for his own Government and the 
Western Allies does not carry with it hope for Balkan peace, but 
only for a kind of Greek bastion, for ever acting as a buffer against 
Slav aspirations to get to the sea. If you seek out a K.K.E.? leader 
in the Peloponnese (and they are getting harder to find just now) he 
will repeat all this too, even though he lives at the other end of 
Greece and in conditions which, though poor and difficult, are far 
more normal than in Thessaly, Epirus, Macedonia, and Thrace. 

Without knowing and appreciating the K.K.E. point of view we 
shall never understand the situation in Greece. Here, lastly, is the 
strongest card of K.K.E.: ““We have a plan for Greece. What if it 
is a five-year plan? We shall certainly revolutionize the civil 
service. Above all we shall give great power to properly consti- 
tuted trade unions and peasants’ co-operatives. We shall end all 
this absurd party strife and run the country without constant 
changes of government and coups d’état. If we are resisted, we 
shall fight and if necessary exterminate our enemies. Any bour- 
geois who wants to work with us is welcome, on our terms: let all 
liberals and republicans and socialists and democrats join us. There 
is work enough for all. Down with England’s puppet Damaskinos 
and down with Tsaldaris. Long live the unity of the workers of 
Greece, Yugoslavia, Albania, and Bulgaria.” 


This piecemeal picture of Greece in this winter of 1946 is very 
rough, as rough as a journey in a frail boat on a stormy sea. But 
that is exactly how rough the Greek landscape is for any honest and 
painstaking visitor this winter. ‘The case for M. Tsaldaris’ Gov- 
ernment has not been given, because he often gives it himself. He 
has only late‘y been in New York to set before U.N.O. his facts on 
Yugoslav participation in the training and arming of partisans in 
Macedonia and Thessaly. But this is so obvious that it really is 
not worth the U.N.O. Yugoslav delegate’s time to deny it. The 
proofs are all there in captured documents, evidence, and reports. 
Britain is sending arms to the Greek Army and Gendarmerie. The 
British have been training the Greek Army ever since they landed 
in Greece, and the Gendarmerie. The Yugoslavs are training the 
partisans, the ex-E.L.A.S.-ites, and the new converts, and there it 
all is. 

A new Spain? With new bogus non-intervention pacts? No. 
History does not repeat itself and there is no reason whatever why 
Greece in 1947 should become another Spain. One thing seems 
fairly clear from Field-Marshal Montgomery’s and Field-Marshal 
Smuts’s December visits. Britain is not leaving Greece. Field- 
Marshal Smuts, speaking in the Greek Parliament, went farther 


1 K.K.E. is the Communist Party in Greece today. 
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than any Western statesman has gone when he said he had reason 
to believe that in case of necessity the sympathy and backing of 
Greece’s allies would be forthcoming. 

This makes it all the more important for Britain to have a clear 
policy with regard to Greece (to which the ordinary American 
Republican or Democrat would easily subscribe). ‘Staying’ in 
Greece is rather a grand word to use for some twenty thousand 
troops scattered over the country, some in the most exposed posi- 
tions where band activities are in full swing, and where they live 
unmolested simply because the orders from Communist leaders 
are “Don’t involve the British’. The day that order changed 
these men would indeed be faced with serious but not hopeless 
fighting. One night recently in Naoussa during a band attack four 
British officers ventured out and at the point of tommy guns the 
bandsmen asked them to return at once, which they did. British 
orders, too, are ““Don’t interfere’, and everyone in Greece knows 
that militarily they don’t. It is only for the purposes of Com- 
munist propaganda that British officers are accused of leading 
Right-wing bands and “Monarcho-Fascists dressed up as Gen- 
darmes’’ to fight the Communist bands. 

In the next few months several things may happen. One of the 
more likely ones is that the bands in the north will announce a 
rival Government with a capital in one of the Greek Macedonian 
towns such as Florina, if they can get control of that region. It is 
the easiest to control because it lies in a niche between Albania and 
Yugoslavia and can easily be cut off by having its bridges blown 
from all approaches. ‘To meet that emergency a coalition Govern- 
ment in Athens is desirable. And 86-year-old ex-Premier Sophou- 
lis is the man to lead it. But the coalition cannot include E.A.M. 
ind therefore K.K.E. It was useless to ask M. Zachariadis, the 
K.K.E. leader, as did a British journalist recently, whether E.A.M. 
vould join a coalition Government. E.A.M. abstained from the 
larch elections and therefore E.A.M. has no Deputies in the 
Greek Parliament. Those elections, whatever Communists say, 

ere extraordinarily thorough by Greek standards, and honest in 
the view of over 100 mixed teams of American, French, and 
British observers who toured the country to observe them. Their 
result brought the Populists to power with a goodly opposition 

f centre Liberals. 

[t was a mistake on the part of E.A.M. to abstain unless there is 
going to be a third European War. By now the Greek Communists 
must have realized that there is not going to be a third world war 

nd that the British are staying in Greece, but are desirous of 

eing E.A.M. in Parliament. Further elections will have to be 
eld in Greece in 1947, and the man to prepare them is probably 
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M. Sophoulis. M. Sophianopoulos was recently in London con- 
vincing himself that Britain is staying in Greece and wondering 
what to do about it. He fiercely led the abstention movement in 
March after dramatically leaving the first Big Four conference in 
London and passing over to E.A.M. He should, and probably 
will, lead the election fight with E.A.M. in the next election. 

The Greek Populists, and especially the King’s advisers, cannot 
understand the British desire to see all sections of Greece repre- 
sented in the Parliament. They would like to go on purging the 
civil service and the army, the trade unions and the co-operatives, 
till doomsday, not realizing that the kind of political purity they 
seek to achieve is a lifeless paradise for the Athenian politician, 
and quite remote from what is happening in the rest of the world, 
in countries like France and Britain and Italy and Belgium. In a 
way they are bound by the long tradition of Greek politics, a most 
inglorious one except for the reforms which Venizelos introduced. 
For Greece, an exceedingly poor country with, in Athens, 
Salonika, Patras, and a few small towns, a large middle class which 
goes into politics for a living, has always had a waiting list of 
office holders. The fruits of office are so desirable in a small 
country like this that when a sufficient group of the “‘out of office” 
had been assembled by some political leader, there was usually a 
bloodless coup d’état and the whole group went into office, ousting 
the others who had been in long enough. How they lived when 
out of office was a mystery. Some did not; others gathered round 
new leaders for the next coup d’état. Little wonder that radical 
reformers like the Communists win goodly support among those 
who have never been so much as near a Government office, but in 
their calmer moments they must know that a Communist régime 
in Greece would not work, and that the fretting would be continu- 
ous in a people that is uncontrollably individualistic and still, as in 
the days of St. Paul, for ever talking of some new thing. 

Macedonia fits into this Greek picture as a part of the country 
which is rich and essential to the feeding of Greece, and largely 
populated by Greeks. ‘The attraction, such as there is, to Yugo- 
slavia is an admiration for the new harmony among the very 
varying races which all travellers report who have lately been in 
Yugoslav Macedonia. Greece has that faculty for harmony, too, 
for there never was any racial antagonism in that country. General 
Gonatas once tried to start an anti-Semitic movement—and it 
failed. Britain’s business, or perhaps U.N.O.’s, is to persuade the 
Yugoslavs and the Bulgarians to call off any encouragement they 
are giving to the bands and to persuade Yugoslavia to use the 
privileges at Salonika in the free zone which it already possesses, 
while reaching some satisfactory arrangement for Bulgaria farther 
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along the coast. This would reduce the band activity to the pro- 
portions of vendetta warfare, and with that the Greek army can 
cope, provided that it has intelligent directives from a liberal- 
minded Government in Athens. For the rest, Britain must help 
Greece for a long time, economically and by seeing that she gets 
back her Merchant Navy which she lost in Allied service in the 
war. This is important, for the Greek islander is a sailor, and the 
isles of Greece are as important to her as the mainland. 


S. S. 


STERLING IN 1947 
THE PROBLEM OF CONVERTIBILITY 


By July, 1947, to quote the U.S. Loan Agreement,' ‘‘the 
sterling receipts from current transactions of all sterling 
area countries (apart from ... military expenditure ...) will 
be freely available for current transactions in any currency area 
without discrimination, with the result that any discrimina- 
tion arising from the so-called sterling area dollar pool will be 
entirely removed and that each member of the sterling area will 
have its current sterling and dollar receipts at its free disposition 
for current transactions anywhere.” 

Without the American loan this country could not have con- 
sidered the resolution of its post-war exchange problems on a 
aultilateral basis. ‘The Bretton Woods agreements would pro- 
bably not have been ratified: and the war-time system of bilateral 
payments would doubtless have been extended and developed. 
(he loan agreement mapped out the contrary course. It went a 
good deal further than Bretton Woods, partly in specifying the 
ines along which the British system would be adapted to the new 
nternational pattern, and partly in setting for the completion of 

adaptation a time-limit much shorter than the five years 
ntemplated at Bretton Woods (and still available for other 
ountries). Article 7, part of which is quoted above, is of great 
portance in both these directions, together, in particular, with 
\rticles 8 (ii) and ro. 

But to be clear as to the nature of the new commitment which 

country will shoulder in July, 1947 one must also be clear 


e the Financial Agreement between the Government of the Unites States 
e United Kingdom, dated Dec. 6, 1945. Cmd. 6708. 
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about the present state of affairs: and on this subject Article 7 is 
(perhaps in deference to a popular misconception!) likely to 
give a false impression. The sterling area is of course defined as a 
list of countries (primarily those of the British Commonwealth, 
minus Canada and Newfoundland and plus Egypt, the Sudan, and 
Iraq): these, incidentally, will be renamed under the new Exchange 
Control Bill the ‘Scheduled Territories”. Within the sterling 
area monetary transfers, whether on current or capital account, 
are free.! This freedom could not be maintained unless all the 
members applied substantially similar controls on transfers outside 
the area: if an Englishman is refused dollars for some particular 
purpose by the control in London, he can send his money to 
India, Egypt, or Barbados and try again, but he will get the same 
result, i.e., a refusal. And the channels of payment negotiated by 
the United Kingdom with third countries are of course available 
to, and used by, the other members of the sterling area. 

The sterling area dollar pool is indeed a reality: but it has little 
directly to do with discrimination and is nothing new in practice. 
The members of the sterling area pool their receipts of dollars and 
other currencies through London, and draw thence their require- 
ments. This they have done, in effect, for very many decades, 
long before the “‘sterling area” had any formal existence or there 
was any exchange control. (Incidentally, the “sterling area” of 
those days included a number of foreign countries which cut loose 
in 1939.) London was their financial centre, and their banking 
and monetary reserves were held there. Consequently any dollar 
surpluses some of them might earn were sold against sterling in 
the ordinary way of business, and vice versa. The war and the 
exchange control only led to some tightening of these bands. 
South Africa, because of her great gold output, remained at first 
outside these arrangements: she sold gold for sterling only to the 
extent necessary to meet her immediate requirements, and the 
surplus accrued to the gold holdings of the Reserve Bank. More 
recently she has agreed, while retaining her gold reserves, to sell 
the whole of current output for sterling, thus coming into line on 
current transactions with the rest of the sterling area. 

But for the most part it is already true, and always has been, 
that the current earnings of sterling area countries, whether in 
sterling or dollars, are available to meet their requirements not 
only within the area, but also in dollar or other countries. ‘The 
Bank of England provides dollars and other currencies against 
the authorizations of the Exchange Controls of the members ot! 
the sterling area. These Controls operate at their own discretion, 


1 New Zealand, however, had restricted outward capital movement even 
before 1939. 
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following, however, the general policy adopted in the United 
Kingdom. Only in the cases of Egypt and Iraq has it seemed 
Ss preferable to negotiate “hard currency targets” so as to fix these 
countries’ drafts upon the dollar pool, leaving to their authorities 
u the apportionment of the amounts included within the target 
without even any moral obligation to conform to the practice of 
other members. Some countries of the sterling area earn a surplus 
int of dollars; many others have a deficit. It is entirely normal, and 
the in accordance with the multilateral payments system to which the 
1c world is trying to return, that these should be set off against each 
other and settlement made in sterling. The abnormal element, 
| arising out of war conditions, was that practically all these coun- 
iI tries except the United Kingdom had a positive total balance of 
| payments, so that all of them accumulated increasing sterling 
ul credits, in some cases of huge dimensions, in London. 

Thus the implication that discrimination arises out of the 
ith non-availability of sterling, earned by sterling area countries, for 
‘ice. § dollar payments, is deceptive. Discrimination, however, there is: 
and it is primarily concerned with the import control, and secondarily 
ire- with the authorization to make payments to Americans or other 
ce foreign persons or corporations for various services to be rendered. 
here Throughout the sterling area import controls have been imposed, 
” of partly of course to economise shipping and for other purposes, but 
D0St very largely to save foreign currency. In doing this the Govern- 
king ments of the various members have been concerned with the 
vilar solvency of the sterling area as a unit: for, as has already been 

I observed, most of them as individual countries had a positive 
valance of payments if they took into account their sterling income 
nds from other members. The control therefore mainly restricted 
irst mports from outside the area. It was entirely logical that, in the 
ase of very many commodities, there was a prohibition of imports 
rom third countries and an open general licence for imports from 
thin the sterling area. In the case of other commodities, the 
mand was satisfied as far as possible within the sterling area and 
€ ly the necessary minimum procured from the U.S.A., Canada, 
ther outside sources (this is, of course, apart from Lend-lease 
pplies, which were outside the commercial and financial nexus 
| to which quite other criteria were applied). Similar principles 
pplied to the great variety of services and other transactions which, 
balance of payments statistics, appear under the heading of 
nvisibles”’ 
\s regards the import control policy of the United Kingdom 
elf, the end of this discrimination against the U.S.A. is speci- 
lly dealt with in Article g of the loan agreement. But the 
reement, being one between the U.S. and U.K. Governments, 
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could hardly have made equally specific stipulations covering the 
policy of the Dominions and other sovereign States members of 
the sterling area. The matter is therefore covered allusively by the 
above-quoted Article 7. The implication is that the United 
Kingdom Government, which, being responsible for the central 
reserves of the whole sterling area, naturally takes the principal 
initiative in these matters, will indicate to the other member 
Governments that the financial situation no longer calls for the 
maintenance of this discrimination. Their current receipts are 
at their disposal without the previously subsisting request that 
they shall take steps to avoid disposing of them outside the sterling 
area. This, of course, refers to current transactions. It will stil] 
be understood that capital transfers outside the sterling area will 
be most carefully scrutinized; and equally, no doubt, that the 
members will continue to hold in sterling any part of their receipts 
which are not immediately required. One assumes, in other words, 
that sterling area countries will not begin to accumulate individual 
gold or dollar reserves out of their current receipts. A decision to 
do so on a substantial scale would probably be considered in- 
compatible with continued membership of the sterling area: for 
it must be remembered that their current receipts in this sense 
would include capital remittances from the United Kingdom or 
other sterling area countries, which, in the very nature of the area, 
are uncontrolled. 

The position in regard to “third” countries, not members of 
the sterling area, which is covered by the briefer Article 8 (ii), 
is in fact much closer to the literal meaning of Article 7. The 
sterling receipts of these countries have, in the past, been available 
only for payments within the sterling area (subject to certain 
exceptions, by special agreements, for transfer inter se). If such 
receipts have exceeded requirements (and in many cases they 
have) the sterling could only be accumulated. The Anglo- 
Argentine agreement of Sept. 17, 1946 is in this respect character- 
istic of the rule which will be generally applicable from July, 1947: 
current sterling receipts in excess of requirements will be con- 
vertible into gold or dollars. 

One assumes that agreements may still be made, on the lines 
of those with many of the Western European countries, by which 
the foreign authority will hold up to a certain amount in sterling 
and, frequently, the Bank of England will hold a corresponding 
amount in the foreign currency. These are, in fact, either of 
purely technical significance or they represent the grant of a 
floating credit. But in this connection attention must be drawn 
to a factor which complicates very considerably the return to 
convertibility of sterling in July, 1947. Few or none of the war- 
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damaged countries of Europe will have been able themselves to 
resume convertibility so early: they too are short of dollars. Many 
of them are normally major sources of supply for British imports 
and markets for British exports. But they are as yet incapable of 
supplying Britain’s needs on anything approaching the normal 
scale. ‘hey are anxious for our exports: but they can only pay for 
them in their own currency or to some extent in goods of a luxury 
nature which we cannot really afford to accept. The continuing 
abnormal state of a section of the world market, of great importance 
to our trade, complicates to no slight extent our own return to 
normality. Some provision is made for this situation in Article 9 
(a) and (4) of the loan agreement, which permits discrimination in 
favour of imports paid for with inconvertible currencies accumu- 
lated before the end of 1946 and of imports from countries whose 
economy has been disrupted by war. Thus we can admit perfumes 
from France, while refusing them from other countries. 

Very broadly, sterling payments in current transactions become 
convertible by July, 1947, and with this we revert to the “most- 
favoured-nation”’ principle, “non-discrimination”’ or equal treat- 
ment for all countries (subject only to certain Imperial tariff 
preferences) which the war suspended. An import is an import 
and an export an export, whatever the source or destination — at 
least, if this is not wholly true, we cannot act accordingly in 
restricting imports from some sources while allowing them from 
others. It is not wholly true, nor was it so even in 1939, or for that 
matter before Dr. Schacht introduced bilateral exchange tech- 
niques in the early thirties. That is, of course, very far from being a 
condemnation of the “non-discrimination” rule for international 
trade. On the contrary, one can be quite clear that the British 
Government has accepted it explicitly, and many other Govern- 
ments have accepted it implicitly at Bretton Woods and provision- 
ally in the preliminary International Trade Organization 
discussions, with a full appreciation of the element of make-believe 
involved. The argument, in its simplest form, is that if everyone 
makes believe on this issue reality is brought comparatively close 
to the “‘belief”, and on balance all countries gain more than they 

se. But, while it is impossible to avoid referring to these matters 
n this article, it would be equally impossible to do much more. 

[t is, however, necessary to treat somewhat more fully certain 

pects of the problem of the sterling balances, though for a more 
reneral discussion reference should be made to the article in the 
\ugust, 1946 issue of The World Today. While sterling area 

rrangements remained on the old basis, the problem of the 
balances could to a certain extent be allowed to drift. They could 

t be converted into dollars and removed: indeed, they continued 
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to accumulate, and the net total increased from about £3,050 
million at June 30, 1945 to some £3,500 million at March 31, 
1946. True, as British export trade began to revive some of our 
creditors might at last be able to spend within the sterling area 
(and especially the U.K.) more than their current receipts, thus 
obtaining repayment of the balances in goods. For example, 
Indian balances fell by some {£100 million in the second half of 
1946. This process, however satisfactory in itself, must inevitably 
become a cause of anxiety if allowed to develop. For it would 
mean that to that extent this country’s limited export capacity was 
being diverted from earning the dollars and other currencies in 
which so much of our imports have to be paid for, and the draft 
upon the American and Canadian loans would be correspondingly 
increased. 

With convertibility, however, the danger would become far 
greater. Non-sterling-area countries could have met all their 
payments to the area out of the old balances, and converted all 
their current earnings into dollars: sterling area countries could 
have embarked on immense import programmes from all sources, 
unrestricted by the limitations of supplies available from the 
United Kingdom, and in great measure calling for dollar payment. 
Accordingly arrangements must be negotiated for ruling off these 
old accounts and providing for their orderly settlement. » Negotia- 
tions with some countries, notably Portugal and the Argentine, 
have been completed: others are under way, and a mission under 
Sir Wilfrid Eady is now in India, where the problem is the largest 
and in some ways the most difficult of solution. 

In this matter again the broad intentions of the United Kingdom 
Government are set down in the American loan agreement, and 
it is no secret that a number of possibilities were put aside in 
deference to American views. A solution is to be sought strictly 
in accordance with the formula of convertibility. Some countries 
will be asked to write off a part of the balances as a contribution 
to the cost of the war. Part may be used for capital transactions 
such as the repatriation of sterling indebtedness, the purchase of 
British-held assets, and the like. The remainder—which will be 
the active element in the situation, once the negotiations have 
been completed—will, when released, be like current sterling 
receipts, freely convertible into any currency for current trans- 
actions. Such balances need not— indeed they could not—be 
released immediately. Part will be released at once and part in 
instalments which, in the case of the sterling area, will begin in 
1951—contemporaneously with the beginning of interest and 
repayment on the American and Canadian loans. 

The Argentine agreement provides for releases of £5 million 
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per annum for four years, plus interest at 4 per cent on the 
balances. There is to be no immediate free release—and in the 
case of a non-sterling-area country it is difficult to see how there 
could be one of any size, since it would risk being converted into 
dollars at once. The Argentine balances, which were quoted as 
{86 million at June 30, 1945, were believed to have increased to 
about £140 million by the date of the agreement. At June 30, 
1945 the net sterling balances of the principal non-sterling-area 
countries were quoted as some {500 million: these figures may 
give some indication of the size of the burden this country will be 
carrying by way of release of these balances in the next few years, 
although there are reasons for thinking that it may be rather less 
than the bare figures would suggest. 

The Argentine agreement contains a provision that, if there 
were to be a deficit in the Argentine balance of payments with the 
sterling area, the balances could be drawn upon additionally to 
that extent. It seems most unlikely that such a deficit could 
develop, or that this provision will be generally incorporated in such 
agreements. It seems probable, in fact, that it is little more than a 
safeguarding clause introduced at the request of the Argentine 
authorities, perhaps with a view to the requirements of their 
domestic legislation regarding foreign currency holdings. 

The position with regard to the sterling area countries is 
entirely different. These, except for South Africa, hold all or the 
greater part of their currency and exchange reserves in sterling. 
Banks and individuals hold further large balances in this country, 
and securities which they (unlike non-sterling-area investors) are 
entirely free to turn into balances. But the exchange controls as 
regards individuals, and the essence of continued membership of 

sterling area as regards the authorities, would prevent any 
nassive conversion of these balances into dollars or other currency. 
(he danger to be met here is, as already indicated, a large-scale 
rawing-down of the balances in payment of imports or other 
irrent services. The impulse to do this is present. ‘The sterling- 
rea countries, like our own, have in general gone short during the 
particularly on imported goods. There has been strong 
flationary pressure, in some cases much less effectively controlled 
than here: prices have increased in many cases far more than in 
country or the U.S.A. The sterling balances themselves 

ear to offer means of financing great schemes of capital develop- 
involving large proportions of imported machinery and 
pment and foreign technical assistance. In some cases there 
damage to make good. In many, the same forces which 

\ulate import demand restrict the expansion of exports, 
pite the present world shortage of many of the commodities in 
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question; so that expanded imports would be paid for out of the 
sterling balances rather than export earnings. 

The sterling area balances amounted to some {£2,670 million 
at June 30, 1945 and have doubtless played their part in the 
subsequent increase. At Dec. 31, 1941 they were some {850 
million: and if we assume that they represented by far the greater 
part of the total balances at the outbreak of war, they were then 
between {400 and {£450 million. Since then the index number of 
British export prices has doubled. One cannot simply deduce that, 
if left to themselves, the balances of the sterling area would be 
drawn upon until they settled down at {800-900 million, but 
again, a sum of this kind may provide at least a suggestion of the 
dimensions of the problem. 

Its solution must be a matter of the greatest difficulty. The 
sterling area authorities have under their hands only the official 
balances of Governments, Reserve Banks, and Currency Boards. 
In some cases these represent practically the total: in others the 
proportion of private or commercial bank balances is large. These 
unofficial balances cannot be “frozen” without quite new measures 
which would destroy the whole basis of the sterling area. They 
may be sold to the authorities against local currency: they may in 
some cases be held by industrialists against the time when they 
can catch up arrears of maintenance, and spent when the corres- 
ponding imports of machinery become possible. They may 
disappear in the private purchase of United Kingdom securities. 
On the other hand, they, or official balances, may be swollen by 
new (and quite uncontrolled) capital movements from the United 
Kingdom or other sterling area countries. And in so far as these 
movements can be statistically measured, the relevant figures can 
only be collected with a considerable time-lag. 

How these difficulties will be overcome remains to be seen. 
What really affects the exchange problem of the United Kingdom 
is the other sterling area countries’ total balance of payments on 
current account. If their imports (visible and invisible) exceed 
their exports, this country will be repaying its debt to that extent. 
We may actually be providing dollars for the purpose: or we may 
be repaying the debt in our own goods, which although exported 
are not going to the hard currency countries to earn hard curren- 
cies. In either case, the extent to which we can devote resources 
to this purpose is limited. If on the contrary the total balance of 
payments on current account of the other sterling area countries 
remained favourable our immediate exchange problem would be 
correspondingly relieved. 

The American loan agreement gives at least some indication 
of what we expect to undertake in this regard from 1951 onwards. 
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Taking the sterling area and third countries together, releases up 
to £43,'750,000 per annum may be considered as part of our current 
liabilities. These releases are “‘on account of sterling balances... 
of overseas Governments, monetary authorities, and banks...” 
Although the technical problems of measuring such releases are, 
as already indicated, formidable, the intention is clear enough. 
Whether effective repayments in the years before 1951 are likely 
to be larger or smaller is another question. On the one hand it is 
assumed that our own resources will only then have been fully 
built up——hence the postponement of service on the American 
and Canadian loans until that year. On the other, this very 
service introduces in that year a debit item of about the same 
amount, which until then does not have to be faced. And, of 
course, during the next two or three years part of our imports will 
be paid for out of the aforesaid American and Canadian loans, 
without which our position could not possibly be balanced. 

In recent months concern has been expressed by Ministers and 
by responsible organs of public opinion over the disproportion 
between the large part of our imports drawn from the dollar area 
or other “hard” currency sources, and the small share of our 
exports sent there.' It might seem that this would cease to matter 
in July, 1947, since sterling will be convertible. But this is not so 
for two groups of reasons. The one is concerned with those 
countries whose economies have been dislocated by the war, who 
cannot themselves pay in convertible currencies or in essential 
goods. Exports paid for by perfumes, luxury fruits, or credits are 
less useful than others which will buy cotton, grain, timber, etc. 
The other is still concerned with the sterling area. 

An extra {1 million sent to U.S.A. or other hard currency 
countries brings in directly £1 million in hard currency (dollars 
or the equivalent). An extra {1 million sent to the sterling area 
may be in direct competition with imports from some other source, 

which case it saves an equivalent dollar expenditure. But it 
may only add to the total imports of the sterling country concerned; 
for however the sterling balances problem is settled, it is certain 
that total imports will not be rigidly fixed at an exact figure. In 
that case sterling balances will be reduced by the extra £1 million. 
if, in the near future, the pressure of events were too strongly in 

s direction, the sterling area countries might indeed see their 

valances reduced, but at the cost of a dollar crisis, which would 
reak the stability of sterling and the whole trading system 
inded on it. The position depends partly on the import control 
he first three-quarters of 1946 the total visible adverse balance was at 


te of £345 million per annum, but with hard currency countries it was at 
{420 million, offset by a favourable balance elsewhere. 
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authorities of the sterling area; partly also on the enterprise of 
British exporters in building up markets elsewhere. The sterling 
area countries can pay, currently, for British goods by their own 
exports to this and other sterling countries and by the surplus 
dollars they may earn from their trade with the rest of the world. 
If our exporters press upon them, and they accept, goods in excess 
of their current capacity, they will be paying out of the balances. 
And to the extent our exports are paying off the balances, they will 
not be earning dollars or the equivalent. 

It will hardly be necessary to recapitulate here the need under 
which we are placed to earn dollars. The loss of pre-war 
sources of income from investments and shipping; the need to 
expand imports beyond their austerity level to “feed’’ a fully 
employed economy; the cost of the British zone of Germany, and 
other overseas responsibilities; the efforts and sacrifices needed to 
expand exports while the home market is unsatisfied, are notorious. 
Import prices have increased, and the $3,750 million and $1,250 
million credits from the American and Canadian authorities will 
certainly be no more than enough to tide us over the difficult years 
of reconstruction. Gross reserves of gold and dollars at June 30, 
1946 were £545 million. We shall also be entitled to facilities of 
some {£350 million from the Monetary Fund (but only £80 million 
in any one year). With these availabilities we shall be able to face 
the responsibilities of convertibility for ourselves and the whole 
sterling area.! But these are a banker’s cash reserves, to be used 
as such: and the bank’s deposits would be in considerable danger 
if they were trenched upon to pay the salaries of the staff and the 
other expenses of the business. 

Apart from the American and Canadian loans, we have to pay 
our way fully from July, 1947. We have also to discharge by 
degrees the massive liabilities we have assumed during the war, 
many of them on the general behalf. Our exporters will have to 
do it in open competition with the goods of other nations, without 
the measure of support they have until now enjoyed from the fact 
that ‘“‘they could be paid in sterling’—an advantage which, 
however, in the seller’s market of the immediate post-war months, 
has been less significant than it might have been in later years if 
we had retained it until then. There is no doubt that we have 
played a huge stake on the recovery of world trade and the 
effectiveness of our export industries in securing their share 
of it. 

E. C. 


1 India and the Dominions are also entitled to facilities, proportionately 
smaller, at the Monetary Fund. 





THE RETURN TO POLITICAL ORTHO- 
DOXY IN RUSSIA 


ECENT events in the Soviet Union have been the subject of 
much speculation throughout the world. Corruption on a 
large scale among workers and officials has come to light, and well- 
known literary figures have been stigmatized. These two phen- 
omena are Closely related. Both were the result of a slackening of 
Communist Party discipline during the war. Malpractices in 
industry and agriculture had been ignored, and frequently even 
connived at by Party officials. Much Soviet writing had tended to 
become less ideological in content, and here again the Party may 
be said to have temporarily winked an eye. But only temporarily — 
for by 1944 there were signs that a more positive ideological 
approach would be required. With the end of the war-time 
emergency Party leaders turned their attention to internal affairs, 
to the new Five-Year Plan and the necessity of urging and cajoling 
the people to efforts no less heroic than those of the war period 
0 as to achieve reconstruction in record time. This was done by 
purging all branches of Soviet life — economic, intellectual, and 
irtistic— of the ‘‘remnants of the capitalist era”, the ‘‘falseideals of 
the bourgeois Western world’’, and by idealizing Soviet life to a 
hitherto unprecedented degree. ‘The Communist Party itself was 
subjected to close scrutiny. Many Party officials were dismissed 
from their posts, and a new organ of Party discipline — the 
administration for the examination of party organs — was created. 
In this article it is proposed to trace the broad lines of this new 
lovemment. 
During the summer of 1946 various complaints were seen in 
the Russian press concerning the “anti-Soviet activities” of 
fficials in industry and agriculture. In the main these activities 
mounted to self-seeking on the part of unscrupulous individuals 
upying important positions in industry and agriculture. These 
buses were only possible owing to the slackness or actual con- 
ince of Party members. This was particularly noticeable in the 
kraine, where a large percentage of Party officials were relieved 
eir offices during the summer. The following random examples 
e some idea of the extent and variety of the abuses and irregular- 


On August 17 Izvestia reported the dismissal of certain factory 
gers and trade-union officials for having presented false 
rts of industrial production. This is a highly lucrative 
tice, since bonuses are paid corresponding to the percentage 
e production target achieved. A week later the trade-union 
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paper Trud devoted a long article to the important Krivoy Rog 
iron-ore mines, where production was reported to be very low 
owing to bad organization, the shortage of labour, the poor con- 
dition of equipment, and the inactivity of the Stakhanovite move- 
ment. A dim light was cast upon the local trade-union movement 
by the statement that the trade-union committee never discussed 
labour productivity. A few days later (August 30) a general slow- 
ing-up of industrial production was stated by Pravda to be due to 
the ball-bearing industry’s failure to keep other industries supplied 
with essential parts. This also had its effect on agriculture. At the 
beginning of September Pravda reported the wastage of 154,000 
tons of coal as a result of the efforts of ingenious and perhaps 
ingenuous managers who had experimented with the use of explos- 
ives in coal-mining. Had this experiment succeeded we might have 
heard of yet another Soviet‘innovation” in the field of mining 
engineering. But since the experiment misfired — the managers 
of the mines concerned take the blame. However, it is equally 
probable that they had an eye to personal profit, as they are 
alleged to have voted themselves large bonuses for high production. 

It was early in the summer of 1946 that hints that all was not 
well in field and farm began to appear. On May 29 J2vestia 
reported that in the Kuban area (N. Caucasus) only twenty-two 
out of 164 machine-tractor stations were ready for the harvest. In 
July Pravda drew attention to the neglect of precautions for 
adequate covering and storing of grain in Dnepropetrovsk and 
Krasnodar, stating that negligence of this sort could be termed 
anti-Soviet activity. Violations of the law on grain deliveries in the 
Ukraine were reported in Pravda on July 17. In Odessa province 
farms were stated to have been showing forged receipts for deliver- 
ies of grain to the State which had never been made. Complaints 
of this nature were but a foretaste of the weighty indictment of 
agricultural workers and officials which was to be published in 
August. Before examining this document it may be interesting to 
consider the position of the collective farm in the Soviet Union 
since the end of the war. 

The return of the soldier to the land should have eased the 
labour problem and facilitated larger harvests, at least in those 
parts of the Soviet Union not ravaged by war. But in many col- 
lective farms irregular practices had crept in during the war years, 
to the detriment of production. Veiled references to discrepancies 
and abuses in the working of the collective farms began to appear 
in the press towards the end of 1945. No. 11 of Soviet Finances 
spoke openly of financial mismanagement in the Kuibyshev 
province, where collective farms had permitted trading organiza- 
tions to run up large accounts for goods supplied by the farms. 
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The article stated that on January 1, 1945 agricultural supply 
organizations owed over two million roubles to collective farms, and 
attributed this state of affairs to faulty accountancy and negligence. 
Evidence of anomalies in the internal organization in collective 
farms appeared in Collective Farm Produce, No. 1, 1946. Many 
farms were said to have neglected to discuss their internal organiz- 
ation at annual meetings, while the presidents (technically, the 
managers) of many farms were criticized for failing to maintain 
discipline. The alarm was sounded in March 1946 by Bolshevtk, a 
leading Party journal. A long article on the collective farm system 
stressed its importance as the basis of Soviet agriculture and called 
for ‘‘a proper co-ordination of the public and private interests of 
collective farmers”. War-time abuses of the collective farm statute 
in the Kuibyshev province and in Uzbekistan were freely spoken of 
and the article enjoined all to struggle resolutely to eradicate 
infringements of the statute. The writer suggested that whereas 
small-scale farming by individual farmers might look after itself, 
closer Party control of collective farming was necessary. A tem- 
porary lull succeeded this outburst of plain speaking. All efforts 
were concentrated on the harvest, and newspapers were full of 
exhortations to “Socialist competition’, as emulation in the 
U.S.S.R. is termed. But the weather was not propitious. There 
was drought in many parts of the Soviet Union, and grain deliveries 
to the State suffered accordingly. 

Meanwhile the Central Committee of the Communist Party 
had been considering the whole question of Soviet agriculture. 
On August 20 the front pages of Moscow morning papers featured 
a decree issued over the signatures of the Chairman of the Council 
of Ministers and the Secretary of the Central Committee of the 
Communist Party. The document listed infringements of the 
collective farm statute and tabulated measures for dealing with 
them. The main charges were of peculation among officials, 
alienation of collective farm property — in land or in grain — to 
individuals and unauthorized organizations, falsification of returns 
regarding both grain deliveries to the State and the number of days 

orked by individuals on the farms, and excessive employment of 
able-bodied workers in administrative posts. Rectification of the 
wrong was put in the hands of a newly established Council for 
Collective Farm Affairs, but, despite the seriousness of many of 
the charges, there appears to have been an exceptional leniency — 

ast by Soviet standards — in the punishments meted out. An 
erage sentence for some of the worst offences is ten years’ 
risonment. It may well be that the widespread nature of these 
egularities” has caused the Soviet Government to tread more 
rily than is customary to it. Practical considerations may, for 
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once, have tempered the zeal of Party theoreticians in the Kremlin, 
for although the collective farm goose can scarcely be said to lay 
golden eggs, the liquidation of a considerable proportion of farm 
workers and officials would seriously aggravate an already acute 
labour problem. Instead, the Kremlin has chosen the way of 
moderate chastisement and paternal admonition. Newspapers 
have exhorted collective farm workers to greater vigilance in the 
defence of the collective farm statute, and many articles in leading 
Communist Party journals have stressed the need for the incul- 
cation of a greater awareness of collective responsibility among the 
erring. 

By a natural transition the Soviet rulers turned their attention to 
education. In their eyes the reconstruction of schools and colleges 
was of secondary importance compared with the burning necessity 
of uniting the people more solidly behind the Communist Party 
and of steeling them to greater efforts in the economic field. During 
the war such education as had continued was naturally adapted to 
meet the needs of the day. Co-education was abolished in most 
schools, some degree of military training was introduced for boys, 
and teaching stressed the continuity of Russian life, especially as 
seen in the study of history and literature. The new problems set 
by the post-war period and the Five-Year Plan made essential a 
revision of the educational programme. Ideological discrepancies 
could no longer be glossed over. The theory of the continuity of 
Russian history must give place to the idea of a sharp division 
between Soviet and pre-Soviet life. Above all, a conscious ideolog- 
ical approach to all subjects must be made, ‘and the ideal of the 
Communist State must ever be kept before the eyes of the young. 
Although this restatement of the Communist position affects all 
branches of education, perhaps the subjects most closely touched 
are history and literature. Something of the nature of an ideological 
means-test has been applied to teachers, to writers of textbooks, 
and to the pedagogical institutes attached to the Academies of 
Sciences in the U.S.S.R. and the constituent Republics. Many 
have been found wanting. The chief whip has been the newly- 
founded Communist Party journal Culture and Life, which has set 
itself the task of watching over and guiding all educational and 
artistic productions. The issue dated November 30, 1946 was 
largely devoted to articles on the teaching and interpretation of 
history. ‘The absence of an ideological approach in textbooks and 
the neglect of recent history, and especially of Soviet history, were 
criticized in more than one article. Distorted “bourgeois national- 
ist” ideas were said to be current in the Ukraine (a charge which 
had already been made earlier in the year) and in the Tatar, 
Bashkir, and Kazak republics. Institutes of History in Armenia, 
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Georgia, Latvia, Kazakhstan, the Ukraine, and Byelorussia were 
censured, and a history of Byelorussia which the Institute of that 
republic had prepared was reported to be so unsound that the 
Communist Party had ordered it to be rewritten. 

Textbooks on literature have suffered a similar fate. One of the 
main textbooks on contemporary literature by Professor Timofeyev 
committed the unfortunate and unforgivable mistake of classing 
\I. Zoshchenko (of whom more below) among the ‘‘most promin- 
ent and talented” of Soviet writers, and of omitting all mention of 
writers whose ideas are more commendable in the eyes of doctrin- 
aire Communists. A writer on Tolstoy has been censured for 
devoting too much attention to Tolstoy’s ideas. Pedagogical 
Institutes have been criticized for their teaching of literature, and 
, recent directive calls for greater attention to Soviet literature and 
the writing of theses on Soviet themes. But the severest strictures 
have been reserved for certain well-known writers themselves, and 
so it is to literature and the writer’s position in the Soviet State 
that attention must now be turned. 

The imaginative artist in a totalitarian society can, in the last 
resort, exercise no function save that of propagandist. The purpose 
ff art, according to official Soviet theory, is not to express the 
individualities of talented beings and so to broaden the outlook and 
experience of the less gifted, but to make comprehensible to the 
masses their own historic destiny, as formulated by the canonical 
literature of Marxist ideology, and to facilitate its fulfilment. The 
artist exists to serve the masses, for no one in the Soviet State can 
be an end unto himself; and since the will of the masses is incarnate 
n the Bolshevik Party, the artist has no future in Russia except as 

n unquestioning servant of that Party. It is obvious that the 
eative mind, in such conditions, must often feel itself cramped 
| thwarted, and that any relaxation of vigilance on the part of 
officially constituted censorship will result in an outbreak of 
pure art’. So far the Party has been able to explain these recrude- 
neces as “survivals from the capitalist age’’, since the artists 
fected had either themselves commenced writing before the 
olution, or could be said to have been corrupted by the older 
neration. The urgent post-war tasks of Soviet society, in the 
v of the Party, necessitated a total mobilization of all intellectual 

| educational resources in the service of the State, and greater 
tention to the ideological impeccability of all intellectual workers. 
ist propagandist and educational campaign was launched, 
ned to brace the people for the achievement of the economic 
ndustrial tasks ahead, and to stiffen their loyalty to the Com- 
nist Party. Any artist whose work might be thought to under- 
the confidence and determination of the people, or their 
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loyalty to the Party, must be corrected — or suppressed. Even 
artists whose productions are not in the least dangerous, but merely 
irrelevant to the officially decreed “national spirit’, must be so 
criticized and ridiculed that it becomes impossible for them to find 
a platform. The Party found it necessary to reaffirm this position 
in most emphatic terms in August last year. 

During the war with Germany, “the Fatherland War’’, the 
unity and enthusiasm of the people in the common cause was 
sufficiently guaranteed by hatred and fear of the invader. Hence 
the Soviet Government’s propaganda was patriotic rather than 
ideological in tone. The cult of Russian national heroes of the 
past (Alexander Nevsky, Dmitri Donskoi, Suvorov, and even 
Kutuzov) was encouraged, and the historical continuity of the 
Russian tradition became a common refrain in Soviet propaganda. 
With the end of the war, it was felt that this “harking back to the 
past” had served its purpose, and must be abandoned. In future 
the sharp dividing line between “old Russia” and the Soviet 
régime must be clearly emphasized. Again, during the war, the 
Russian people naturally took a lively interest in their Western 
allies, and sought to know and understand them through the 
medium of their contemporary literature and drama. As a result 
“‘bourgeois’’ works ideologically unacceptable to the Party came to 
be more widely read in Russia, and their influence made itself felt 
in native productions. Perhaps the official opinion was that an 
occasional “escape from reality” was beneficial to war-strained 
nervous systems. Perhaps in the case of the cinema and the stage 
it was simply that the people’s demand for entertainment could 
not be satisfied by the diminished quantity of home-made goods, 
and the Party was too busy to subject all importations to a minute 
scrutiny. However that may be, “bourgeois” films of the most 
ideologically unsuitable type (Frank Sinatra’s ““Anchors Aweigh”, 
and the films of George Formby, for instance) were shown in 
Russia, and equally questionable plays (e.g. those of Maugham 
and Pinero) were staged without official protest. The ideological 
purge which was thought necessary to ensure the success of the 
Five-Year Plan was designed to eradicate the influence of those 
bourgeois productions on Soviet art. The insurmountable barrier 
between socialist and bourgeois art was to be re-erected, just as the 
gulf between the Russian past and the Soviet present was to be 
reopened. To dispel any illusion that the relaxation in the official 
attitude to art was more than a temporary phenomenon, the Party 
last year restated its views in the most uncompromising manner. 
On August 14 a resolution of the Central Committee of the Party 
pointed out certain ‘“‘grave ideological shortcomings” in the 
magazines Leningrad and Zvezda, serious defects in the life of 
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writers’ organizations, and “perversions in the working practice of 
the administration of the Union of Soviet Writers’. The Central 
Committee stated that “the administration of the U.S.W. and its 
president N. Tikhonov condoned the penetration of tendencies 
alien to Soviet literature into the journals Leningrad and Zvezda’. 
The major offence of both of them was the publication of the 
“cheap and malicious lampoons” of Zoshchenko on Soviet people 
and Soviet ways, and the “‘decadent and pessimistic” views of 
Akhmatova. Both Zoshchenko and Akhmatova had acquired 
great prestige among Soviet readers and with the U.S.W., and 
both must have realized the inevitability of their ultimate sup- 
pression. The Party’s condemnation of the “worthless” work of 
Zoshchenko and Akhmatova was elaborated in a series of speeches 
by Party Secretary A. Zhdanov, and served as an occasion for the 
enumeration of the virtues required in a Soviet writer. Zoshchenko, 
said Zhdanov, is “‘a vulgar writer who does not care for public 
opinion”. Shortly after the Revolution he was one of the founder 
members of the “Serapion Brothers’, a literary group whose 
object was to free Russian literature from the rule of public 
opinion. ‘‘An author nowadays is required to have ideology — 
such an unpleasant thing for me,” wrote Zoshchenko in 1922. 


“What sort of position and what ideology can I have, if no Party 
attracts me? I am not a Communist, not a Social Revolutionary, 


jot a Monarchist, but simply a Russi: n.” Throughout his literary 
reer he endeavoured to remain “simply a Russian”. For his 
material he used the petty faults and misdeeds of the Russian 
people, infringements of minor regulations, examples of pilfering, 
elfishness, stupidity, or slackness ... His satire was quiet and 
restrained, reminiscent of a whimsical avuncular reproof rather 
than of the savage “‘slander” of a “petty bourgeois hooligan’’. In 
ct, the typical Zoshchenko short story had much in common with 
the humorous-admonitory paragraphs which appear regularly in 
Soviet newspapers, and whose purpose is to ridicule petty offenders 
gainst State regulations, the laws of common sense, or even the 
vs of politeness. Zoshchenko’s short stories might in fact be 
uught by the unwary to be typically tame examples of the famous 
Soviet self-criticism. Where, then, was his mistake? “Zoshchenko 
rtrays Soviet people as lazy, stupid, primitive, good for nothing,” 
| Zhdanov. “*Zoshchenko is not interested in the labour of the 
Soviet people, their heroism, their high qualities. This theme is 
vays lacking in his works.” Zoshchenko was almost exclusively 
erned with the seamy side of “Soviet reality”, not necessarily 
of “cynicism”, as Zhdanov avers, but simply because it 
ed more material for the humorist. Gogol failed to create 
convincing positive type; but Zoshchenko offered his Soviet 
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readers no positive type whatsoever, no impeccable embodiment 
of heroic Bolshevik aspirations. Worse still, his little moralizing 
tales give an impression of generalization. He does not take care to 
say: “In general Soviet society and the Russian people are sound. 
But there are isolated exceptions, for instance, Mr. N. or M. of 
such and such a place ...” Zoshchenko ridiculed the foible or 
fault as such, and left his readers to apply the lesson as they thought 
fit. It is hardly an inevitable inference that Zoshchenko viewed 
Soviet society as a whole with cynical contempt, but whether 
intentionally or not his work might do much to undermine the 
people’s morale and their faith in the Party. His Before the Sunrise 
elicited acrimonious comment from the Moscow party organ 
Bolshevik in 1944. Zoshchenko, spending the war in safety at 
Alma-Ata, in the rear, was “slandering the blood-drenched Soviet 
people’. His suppression, however, was postponed, and in 1946 
he wrote and published a story which infuriated the party beyond 
further endurance. The Monkey’s Adventures, a trivial and dull 
fable it must be admitted, was publicly anathematized by Zhdanov 
as “vulgar, idea-less, slanderous, etc.”” The inference to be drawn 
from the story, according to Zhdanov, is that it is better to live ina 
cage like a monkey than among Soviet people. The expulsion of 
the author from the U.S.W., and the radical reorganization of that 
body ensued. Simultaneously expelled was Anna Akhmatova, 
another member of the pre-Revolutionary generation of writers. 
Her verse, which is impregnated with the fatalism, eroticism, and 
mysticism characteristic of the Russian decadent school, seems to 
have enjoyed a great vogue during the war, and she received fre- 
quent public tributes and tokens of esteem from the U.S.W. 
Literature of this type is obviously divorced from Soviet reality, 
and hostile to the Bolshevik ethic. On that score there is no quarrel 
with Zhdanov. What is interesting is the calculated sensation- 
alism of the Party’s action, the enormous amount of space devoted 
by Soviet newspapers to declamation and elaboration of the Party’s 
decision, the U.S.W.’s realization of its errors, and the consequent 
reorganization under much tighter Party control. Newspapers all 
over the Union suddenly woke up to the ideological defects of 
books, magazines, and other newspapers previously immune from 
criticism. Indeed certain Bolshevik critics were not slow to suggest 
that some of the loudest protests came from those with guilty 
consciences themselves. The ideological purge extended to the 
current repertoire of Soviet theatres and films recently made in 
the Soviet Union. The works of bourgeois Western dramatists 
were condemned, although those of Shaw, Priestley, and Lilian 
Hellman were expressly exempt from the ban. The Party decided 
that the recent Soviet film “‘A Great Life” was entirely unsuitable 
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for exhibition; while the Pudovkin production “Admiral Nak- 
himov’, which has been so enthusiastically received in its new 
version, had to be largely remade. The original version seems to 
have been recognizably in the tradition of the American historical 
film, and to have concerned itself chiefly with banquets and balls, 
and only secondarily with battles and politics. 

The intrinsic value of the artistic productions condemned does 
not here concern us. The important thing is that the Party has 
revindicated the Bolshevik utilitarian ethic, and unmistakably 
proclaimed its intention of denying the artist any platform except 
as a mouthpiece of the Party. It seems unlikely that any Soviet 
magazine or publishing concern will accept work which is not 
assured in advance of the Party’s unqualified approval. The Party 
is the will of the people: any activity unacceptable to the Party is 
ipso facto “undemocratic”. Uncompromising realism — or cynical 
sophistry? In any case it is the Party’s excuse for all its repressive 
measures. The tighter State control becomes, the more one hears 
about the perfection of Soviet democracy. The indications are that 
the successful fulfilment of the country’s urgent industrial, econo- 
mic, and scientific tasks is regarded as a matter of life and death 
for the Soviet system and for the Bolshevik Party. Hence the 
whole material and intellectual resources of the country must be 
devoted to the implementation of the Party’s plans, and no depart- 
nent of national life must escape its scrutiny for a moment. 

How sure is the Party of its position? Perhaps some light is 
thrown on this question by a remarkable article in the Moscow 
magazine Novy Mir (No. 11-12; 1946), which dealt with foreign 
reactions to the literary purge. These bourgeois amateurs of 
Soviet literature are enraged by the suppression of Akhmatova and 
Zoshchenko, says Novy Mir, because they seek in our literature 
“traces of fatigue, debility, degeneracy, and intellectual impotence’. 
Not every book is worthy to represent a great people. In short, 
not only is the Soviet people to read nothing and to see no films or 
plays without Party permission, but the foreign student of con- 
temporary Russia must be forced to believe, for want of contrary 
ndications, that “Russia” and the “Bolshevik Party” are not 
merely inseparable but rapidly becoming identical. 

The phenomena discussed above are not merely important for 
an understanding of the contemporary Soviet scene. ‘They have a 
close bearing on the Soviet Union’s attitude to the outside world 
and to international problems. 


J. A. 








THE VETO AT LAKE SUCCESS 


HATEVER the formalists may say about the rule of 

unaminity in the Security Council of the United Nations, 
there is little doubt that the word “veto” will continue to be 
applied — and with some reason — to the action of any one of the 
five permanent members of the Security Council when that 
member prevents the Security Council from registering what is 
clearly a majority decision. It is true that in the Charter of the 
United Nations the word veto nowhere appears; but the effect of a 
rule calling for the concurring votes of the five permanent members 
is automatically to confer on each of them the prerogative of 
preventing a decision by the majority and, therefore, for all 
practical purposes, of exercising a veto. 

From the way in which it is spoken of, it is frequently possible to 
surmise the views held by any particular person about this pre- 
rogative. To those who have doubts about it it is always “the 
veto”; to those who approve of it, and more especially of the way 
in which it has operated so far, it is generally known by the less 
provocative and strictly more correct appellation of the “rule of 
unanimity”. Exponents of the latter school argue that the popular 
acceptance of “‘veto” and the “right of veto” arises from ignorance 
and a misunderstanding of the purposes of Article 27 of the 
Charter. 

Paragraph 3 of this Article, the relevant section of the Charter, 
provides that “decisions of the Security Council on all other [i.e. 
non-procedural] matters shall be made by an affirmative vote of 
seven members [out of a total of eleven] including the concurring 
votes of the permanent members; provided that, in decisions under 
Chapter VI, and under paragraph 3 of Article 52, a party to a 
dispute shall refrain from voting”’. 

At the San Francisco Conference, where the Charter was adopted, 
this Article was the subject of considerable controversy, which 
arose from the natural fears of the smaller Powers that the privilege 
of obstructing majority decisions might be abused. These fears 
were sufficiently acute to persuade the smaller Powers to obtain 
from the five permanent members a declaration of their intentions 
regarding the circumstances in which they proposed to make use 
of this privilege. 

The recent meeting of the United Nations’ General Assembly at 
Lake Success was the first occasion on which the Assembly had 
met since the veto began to be used, and it was not surprising that 
the delegates of the smaller Powers should seize the opportunity 
to raise their voices against what they frankly described as the 
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misuse of the privilege in a manner which had stultified both the 
work and the prestige of the Security Council. 

When the Assembly opened it had two main proposals before it. 
One, put forward by the Cuban delegation, proposed the convening 
of an international conference for the specific purpose of eliminat- 
ing the veto. The other, advanced by the Australian delegation, 
avoided the more drastic suggestion of amending the Charter. Its 
effect was to call upon the members of the Security Council to 
mend their ways, and to find means of operating the unanimity 
rule in such a way that the Council could deal with the problems 
brought before it boldly and effectively. The view was very 
strongly expressed that not only the use of the veto, but the conse- 
quent fear of the use of the veto, had made it impossible for the 
Security Council to deal even with minor matters. 

In the discussions, which developed mainly in the Political and 
Security Committee, it very soon became evident that the Cuban 
resolution went too far for the great majority of delegates, who 
clearly felt that the time for amending the Charter had not yet 
come, and that the consequences of any attempt to do away with 
the rule of unanimity in the face of Russian opposition were too 
grave to contemplate. Indeed Mr. Noel Baker, the Secretary of 
State for Air, declared that probably the strongest argument 
against revision of the Charter was the fact that Soviet Russia did 
not want it. 

Veto is a thinly disguised anagram of vote, and the likeness does 
not end there because in the Security Council a veto is in practice 
always a vote in one form or another. But a vote is not always a 
veto; and it is important to remember when the change occurs. 
\s Mr. Hasluck, the Australian delegate and an outspoken critic of 
the operation of the unanimity rule, pointed out, the mere fact that 
the vote of a permanent member fails to concur with the votes of 
the other four permanent members does not, in itself, constitute an 
excercise of the veto. It only does so when the non-concurring vote 
prevents a majority decision. 

The most striking example of this difference between vote and 
veto was provided when the applications for membership of the 
United Nations submitted by Albania, Eire, Portugal, Transjordan, 
ind Outer Mongolia were considered by the Security Council in 
\ugust 1946. The applicants, to be successful, had to secure, 
inder paragraph 3 of Article 27, seven affirmative votes, including 
ill five of those of the permanent members. Eire obtained nine, and 
Portugal and 'Transjordan eight each, of the eleven votes possible. 
(hus it was clearly the intention of the great majority of the 
Security Council to approve their applications. But of the two 

nembers voting against (Russia and Poland), one was a permanent 
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member, and the Security Council had, perforce, to reject the three 
applications. 

The cases of Albania and Outer Mongolia were quite different. 
Here the applicants failed in any case to secure the required 
majority of seven votes, obtaining only five and six votes respec- 
tively. It is true that two permanent members — the United King. 
dom and the United States — voted against; but not with the effect 
of upsetting a majority decision. 

The controversy over the veto has become so acute that it is as 
well to recall that the exercise even of the right to reject a majority 
decision is not in itself a crime. The Charter provides that the 
members of the Security Council, including the permanent mem- 
bers, exercise their responsibilities on behalf of the other members 
of the United Nations. It would be possible to argue that the dele- 
gate of a permanent member could vote against his four colleagues 
on the ground that by doing so he was expressing the known desire 
of other members of the organization, even though those other 
members represented a minority. 

Indeed, criticism in the General Assembly arose not so muct 
from the fact that the veto had been exercised, as from the manner 
and occasions on which it had been used, and the reasons adduced 
for its use. The fact is that the rigidity of paragraph 3 of Article 27 
as it stands, makes it impossible for the Security Council to proceed 
on major matters unless the permanent members are willing to agree 
among themselves on a certain elasticity in their voting methods, 
and the Security Council as a whole is prepared to recognize this 
elasticity. 

In presenting his case for a modified use of the veto power, the 
Australian delegate studiously referred in general to the exercise 
of the veto by “‘the permanent members”, but, when he came to 
cite the instances on which it had been used, his case boiled down to 
objections to the way Russia had used the rule of unanimity. And 
his recital strongly supported the view that the work of the 
Security Council was being made impossible. In the first case, for 
example, Soviet Russia had prevented the Security Council from 
registering a decision on the complaint brought before it by Syria 
and Lebanon, regarding the presence of British and French troops 
on their territories. As a result of the discussions, Britain and 
France had agreed to withdraw their forces. The two complainants 
expressed their satisfaction, so did the rest of the Council; but Mr. 
Vyshinsky, on the ground that the decision did not state that the 
presence of these forces constituted a threat to international peace, 
refused to give his concurring vote, with the ridiculous result that 
no official decision was reached. The result was ridiculous because 
the clear desire expressed by the Security Council was, in fact, 
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carried out by Britain and France, although this desire could not 
be officially registered. 

Such occasions were quoted by the Australian delegate as 
examples of the misuse of the special privileges granted to the 
permanent members. The four other permanent members — the 
United Kingdom, the United States, France, and China — them- 
selves agreed that the power of veto had been used on inappropriate 
occasions. A vociferous majority of delegates protested with varying 
degrees of outspokenness against the operation of the unanimity 
rule; but Mr. Molotov and Mr. Vyshinsky, supported by the group 
of Eastern European States and Yugoslavia, refused to move from 
the accepted Russian position that unanimity among the “Big 
Five” is essential and that any interference with the veto, or 
unanimity rule, is calculated to upset this unanimity. 

Some interesting aspects of the veto emerged from the discuss- 
ions. For example, as M. Parodi, the French delegate, pointed out, 
unless a permanent member is prepared to vote for a proposal in 
the Security Council, application of the veto is automatic. The 
usual pis aller provided by abstention, or even absence, does not 
operate in the case of the veto, because abstention is as effective as 

, contrary vote — when five concurring votes are required. Neither 
is it possible, as the Charter stands, for a well-intentioned delegate 
to declare that his adverse vote or abstention is not intended to 
operate as a veto. He must vote for — or veto. 

It was in the face of these difficulties, and to harmonize with the 
tenor of the Australian resolution, that Mr. Ernest Bevin made a 
letermined attempt to obtain agreement among the permanent 
members to what he called “‘a code of conduct” acceptable to the 
permanent members. Discussions in the Assembly’s Political and 
Security Council had reached deadlock; and when it was learned 
that Mr. Molotov had accepted an invitation from Mr. Bevin to 
take part in discussions to this end, the Committee, with evident 
relief, readily agreed to suspend its own discussions on the veto to 
nable the delegates principally concerned to try to find their own 

ition. 


The British plan which Mr. Bevin put to the meeting of the Big 
Five in Manhattan was on the following lines. The permanent 
members should agree among themselves: 

(1) That before the veto was used there should be consultation 
yetween them. This was intended to provide an opportunity for 
any ““veto Power’’ to indicate beforehand what was acceptable, 
thet than what was inacceptable, to it. 


' 


) That the veto should never be used by a minority except in 
matters of vital importance. This was designed to bring the 
peration of the veto back within the spirit of the Charter. 
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(3) That the veto should not be used simply because, in the view 
of one of the permanent members, a decision by the Security 
Council did not go far enough. This proposal would cover such 
cases as the Syrian and Lebanese complaints where, as already 
mentioned, the complainants, the “defendants’’, and all the mem- 
bers of the Council were agreed on a decision which did not go far 
enough for Soviet Russia, and so failed to become a decision. 


(4) That before matters likely to involve the veto were brought 
before the Security Council, there should first be an attempt to use 
the machinery of arbitration, and if that failed a rapporteur should 
see whether the opposing parties could not be brought together 
before a vote was taken. The idea here was that some of the 
matters brought before the Council could probably have been 
satisfactorily settled out of court, whereas, once within the 
machinery of the Security Council they would, almost inevitably, 
lead to controversy within that body, and eventually, possibly, to 
the veto. 


(5) To try to reach a definition of what is a dispute and what a 
situation within the meaning of the Charter. Para. 3 of Article 27 
says that a party to a dispute under Chapter VI of the Charter shall 
abstain from voting: but Chapter VI, w hich deals with the Pacific 
Settlement of Disputes, covers disputes “ or any situation which 
might lead to international friction or give rise to a dispute’. It is 


reasonable to suppose that a situation is less grave than the dispute 
to which it might lead, and therefore that the intention of the 
Charter was that here, too, a “party” should abstain from voting. 
But the Charter does not say so; and Article 27 as it stands permits 
the application of the veto in relation to the minor but not the 
major danger. 


(6) That the permanent members should agree among them- 
selves that absence or abstention does not involve the exercise of 
the veto. As has already been explained, Article 27 in its present 
form prevents the delegate of a permanent member from abstain- 
ing to avoid the veto. 

These were the proposals which Mr. Bevin advanced, but they 
fell on stony ground so far as Mr. Molotov was concerned. The 
four other permanent members found no difficulty in agreeing to 
them, at least as the basis of the code of conduct which Mr. Bevin 
proposed; but Mr. Molotov would have none of them. He, 
adhering to the Russian attitude, proposed that the Big Five 
should reject any proposals affecting the rule of unanimity, and 
should ask the Assembly to agree to avoid any “‘superfluous 
regulations” which might hamper the Security Council’s work. 
The other four could not accept this, and agreed unanimously that 
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it was better to go back to the Assembly and to report that the 
search for a formula had failed. 

After this failure of the Great Powers themselves to agree on a 
problem which was primarily one to which they held the key, it 
was not unnatural that the smaller Powers should return to their 
offensive with renewed vigour. 

There was not much more discussion on the merits of the case. 
Positions had already been taken up, the cleavage was wide, and 
from the moment it was known that the permanent members had 
been unable to find a solution among themselves, it was evident that 
the General Assembly would have either to drop the matter altogether 
or to adopt a resolution to which Mr. Molotov would not agree. The 
former was out of the question; the latter, therefore, inevitable. 

Sir Hartley Shawcross, the Attorney-General, who had taken 
Mr. Bevin’s place in the discussions, in a last appeal to Russia to 
abandon her uncompromising attitude towards this question which 
had so obviously stirred a deep spirit of resentment among the 
majority of the members of the United Nations, said: ‘I beg the 
Soviet representatives to consider whether they can’t move a little 
towards our point of view so that, neither of us sticking rigidly to 
any preconceived ideas, we can together evolve a joint plan which 
would serve the common interests of us all.” And the United 
Kingdom delegate announced that despite the failure of the five 
permanent members to agree on Mr. Bevin’s proposed “code of 
conduct”, H.M. Government voluntarily accepted that code and 
would act in accordance with these proposals so far as circum- 
stances made possible. 

All that remained was mainly a question of drafting the final 
resolution to be adopted by the General Assembly, a resolution very 

ttle different from the original proposal put forward by Australia. 

(he General Assembly agreed to recommend to the permanent 
members that they should make every effort, in consultation with 
the rest of the Security Council, to ensure that in future the use of 
the special voting privilege did not impede the Council in reaching 
lecisions promptly. It recommended that the Security Council 

ould soon adopt “‘practices and procedures’’ to assist in reducing 

e difficulties of applying Article 27, and to ensut< the prompt and 
fective exercise by the Security Council of its functions; and, 
finally, recommended that in developing these practices and pro- 

lures the Security Council should take into consideration the 
views expressed in the General Assembly. 

Thirty-six delegations voted in favour of this resolution, eleven 
bstained, and six voted against. The six, not unexpectedly, were 
Soviet Russia, Byelorussia, Poland, Ukraine, Yugoslavia, and 
Czechoslovakia. 
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The General Assembly’s resolution is no more than a recom- 
mendation, and as such has been transmitted to the Security 
Council, which will have to consider it. This means, to some 
extent, that the affair has gone full circle, because it was precisely 
the adoption of “practices and procedures” which Mr. Bevin 
advocated when he convened the Manhattan meeting. The 
position now is that the delegates of the five Great Powers have to 
consider the proposal not as individuals, but as representatives of 
five of the eleven members of the Council. And, as such, each has 
the right of veto — in other words any one of the five permanent 
members can object to consideration of the Assembly’s proposals, 
or can block, stage by stage, any attempt to agree on new practices 
and procedures. It may be hoped that this will not be the case; 
but it would be unwise to ignore the fact that what the Security 
Council is asked to do now is precisely what Mr. Bevin asked the 
permanent members themselves to do. Russia, even in the privacy 
of that group, was not then prepared to co-operate. 

In fact, short of revision of Article 27, the question of the veto 
is one to which in practice the Big Five and the Big Five only can 
provide the answer. And when the Assembly broke up the general 
feeling was that the veto problem would have to be solved not by 
the formulation of new rules, but by the development of more 
liberal practices. Mr. Noel Baker, in the Political Committee, 
spoke on these lines when he said that it might never be necessary 
to amend the Charter, for custom might very well do what the 
Assembly was considering doing. As he said, the right of veto by 
the King, and the right of veto in another form by the House of 
Lords still existed in Britain; it had never been removed, but it was 
years since it had been used. 

What are the hopes of modified exercise of the veto? It is no 
pillorying of Russia to point out that it is from her that the 
modification must come. The history of the veto, and their attitude 
at the Manhattan meeting shows that Britain, the United States, 
France, and China see more or less eye to eye on the application of 
the rule of unanimity. May there be some significance in the fact 
that on December 20 Mr. Gromyko, the Soviet delegate, voted in 
the Security Council in favour of a United Nations’ commission of 
inquiry to investigate the situation in Northern Greece, a proposal 
which he vetoed in September 1946?! 


1 On this occasion the veto was employed twice by Russia. By nine votes to tw: 
(Russia and Ukraine) the Security Council cleared Britain and Greece of charges 
of fomenting disorders on the Greek frontiers. But the “acquittal” could not be 
registered because of Russia’s adverse vote. Then the Council sought to senda 
commission of inquiry to Greece; but that too was vetoed by Russia, although 
the commission’s task was to inquire on the spot into the charges which had 
been levelled by the Ukraine. 
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There is no indication that this means a change of policy or 
whether Mr. Gromyko merely considered that changed circum- 
stances called for an altered vote. But such pointers will certainly 
be closely watched until the General Assembly meets again in 
September of this year, 

The meeting of the General Assembly at Lake Success provided 
a splendid arena for this dispute over the veto; but it is doubtful 
whether all the delegates realized that the right of veto is not a 
phenomenon peculiar to the United Nations. It existed with the 
League of Nations, but then it was a prerogative of every member 
and was not confined to the Great Powers. Article 5 of the League 
Covenant provided that decisions at any meeting of the Assembly 
or of the Council required the agreement of all the members 
represented at the meeting, thus conferring on every member 
present the right to veto a majority decision. 

In their declaration at San Francisco the Great Powers pointed 
out that as permanent members of the Council of the League of 
Nations they had always possessed the right of veto, and the rule 
of unanimity did not invest them with anything new. In fact it was 
the non-permanent members who had Jost the right to veto. The 
five Great Powers claimed that Article 27, with its stipulation for a 
majority of only seven out of the eleven votes would, in fact, make 
the operation of the Security Council less subject to obstruction 
than was the case under the League of Nations’ rule of complete 
unanimity. 

These and many other forceful arguments have been advanced 
in defence, or at least in exculpation, of the veto; and the meetings 
of the General Assembly showed that most of the countries which 
iccepted Article 27 at San Francisco with varying degrees of 
reluctance still agree that in present circumstances the granting of 
this special voting privilege to the Powers which have assumed the 
eaviest responsibilities for the maintenance of international peace 
and security is inescapable. What they do not accept is that it 
should be used on every occasion, in every case, irrespective of its 
mportance to international peace and security, and with a lavish- 
ness which converts it from a rare privilege into a bad habit. 

Mr. Attlee, who speaks with the authority of Prime Minister of 
ne of the Powers possessing the right to veto, summarized the 

sition in these words: “In San Francisco we agreed to the 
reation of the veto”, he said. “‘I am quite certain we ought to 
regard this as something to be used only in the last resort — in 
xtreme cases where the five Great Powers might be involved in 

nflict. We never conceived it as a device to be used continually 
henever a particular Power was not in full agreement with the 
thers. Yet this is just what has happened recently. The veto was 
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used for every trifling thing, and that is reducing to a nullity the 
usefulness of the Security Council.” 


B.M. 


ECONOMIC RECOVERY IN THE 
LIBERATED COUNTRIES OF WESTERN 
EUROPE 


HE Western European countries have in many ways made 

a remarkably quick recovery since their liberation, in view 
of all the difficulties that faced them. But this recovery has 
been uneven, and in most cases has only been achieved by piling 
up debts, by drawing heavily on gold and foreign exchange 
reserves, and, in the case of France and the Low Countries, by the 
important contribution made by prisoner-of-war labour. The 
acute shortage of coal, machinery, and man-power, especially 
skilled labour, are the greatest obstacles to economic reconstruc- 
tion and development. On the other hand, with the exception of 
timber, of which the requirements are estimated to be about twice 
the visible supply, and of certain chemicals and a few other 
commodities, lack of raw materials apart from coal has not been 
a serious limiting factor. The food situation has much improved, 
and the average calorie level per day is now well over 2,000 for the 
urban populations. Essential transport systems have been 
restored, and the general index figures for industrial production, 
which at the lowest point after liberation had fallen to less than 
20 in France, Belgium, and the Netherlands, are now well over 
80, with the possible exception of the Netherlands, whose index 
was just over 60 in July 1946 (the latest figure available). This 
has been achieved despite the lower production per man-hour 
than in pre-war days in many industries. Lower productivity is 
general in all countries owing to war-time deterioration in capital 
equipment, inability to obtain spare parts from Germany, and 
other factors. 

Each of the countries has its own particular problems. The 
following paragraphs, mainly based on the statistical material 
available, give a general picture of the devastation suffered in each 
country, the problems facing them, and the recovery made in the 
first year after liberation.’ 


i Material for this article has been derived mainly from: 
1. United Nations: Economic and Social Council: Preliminary Report of the 
Temporary Sub-Commission on Economic Reconstruction of Devastated Areas, and 
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Belgtum 

It is common knowledge that, of all the Western European 
countries which were the scene of fighting, Belgium emerged one 
of the strongest economically. She was fortunate because her 
manufacturing industries were very little damaged and, in par- 
ticular, the port of Antwerp was almost intact. She was therefore 
able immediately to work for the Allies, providing coal, port 
facilities, rolling stock, etc. in accordance with the Lend-Lease 
and Mutual Aid Agreements—with a positive balance of reverse 
Lend-Lease. In this way she earned valuable “hard currency” 
which, in addition to $100 million Export-Import Bank loans, 
have stood her in good stead in her rehabilitation programme. 
For these reasons her recovery has been quick, though any long- 
term planning has been impeded first by the instability of the 
Coalition Governments and the general political situation, and 
secondly by the uncertainty about her future trade with Germany. 
[he prosperity of Belgium is closely linked with that of her hinter- 
land, especially in respect of the income she earned in pre-war 
lays in providing transport and port facilities. ‘The fact that the 
trade of the port of Antwerp was reduced to half its pre-war 
capacity, and that transit trade had reached only 20 per cent of the 
pre-war level in the summer of 1946 indicates the stagnation point 
reached in this respect. 

The most serious destruction centred on the transport system, 
but this is no longer a limiting factor. At the close of 1944 the 
number of freight cars was 53 per cent of the 1936-38 figures, and 

f locomotives 41 per cent. Thanks to the work of the European 
Central Inland Transport Organization and to new purchases, the 
imber of locomotives is now up to go per cent of pre-war 
strength, and freight cars 75 per cent. Sixty per cent of the 
merchant marine tonnage was lost during the war, but it was 
pected that tonnage would be increased up to 81 per cent of the 

)39 level by the end of 1946. 

Since the restoration of the transport system, shortage of coal 
nd man-power have been the most serious obstacles to economic 
levelopment. Between 1935 and 1938 Belgium produced on an 

erage 2,371,200 metric tons and imported 525,100 metric tons 


iddendum thereto (E/156 and E/156/Add.1), issued on September 18 and 20, 


Emergency Economic Committee for Europe: Statistical Bulletins, July 
December 1946. (London, H.M.S.O.) 

rench Reconstruction and the Franco-U.S. Loar Agreement”, by T. 
gh, in Bulletin of the Oxford University Institute of Statistics, August 1946, 
61-77. (Oxford: Blackwell.) 

not been possible to bring the information completely up to date. The 
t developments would have to take into account the changes in the coal 
ion. 
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of coal annually. By August 1946 she was producing at an annua] 
rate of 1,838,000 metric tons and importing 269,600 metric tons. 
The production of iron and steel reflects the change in the coal 
situation. In the month of September 1946 pig-iron and ferro- 
alloys production was 205,000 metric tons (1939=255,000); that 
of steel 198,000 metric tons (1939=259,000). 

The shortage of labour is governed by the fact that 90,000 lives 
(about 1 per cent of the population) were lost as a result of the 
war, including a high proportion of skilled workers. Unlike 
Holland, Belgium’s population trend is downwards. She needs 
40,000 coal-miners to replace foreign personnel employed before 
the war. The 40,000 German prisoners-of-war who have helped 
to tide over this difficulty will be returning to home by October 
1947, so that immigrant labour will have to be attracted to replace 
them. A scheme for admitting Italian workers is in force; in 
August 6,000 Italian miners were working, and the influx was then 
at the rate of 1,000 a week. An agreement has also been concluded 
with U.S. Military Government in Germany for the recruitment 
of 20,000 miners from the U.S. Zone. 

In addition to the mining industry the labour shortage has also 
been acute in the building industries and in some sections of the 
textile industries such as linen and jute. In wool and cotton 
weaving, however, the index of production in August 1946 was 
116 and 97 respectively, and the production index for textiles as 
a whole in July 1946 was 97 (1938=100). The result has been 
that textile rationing was abolished in December 1946. The 
general index for industrial production as a whole in July was 
estimated provisionally at 85 (1939= 100). 

There is no serious shortage of raw materials in Belgian indus- 
tries except in building, where timber is badly needed. But there 
are great deficiencies in capital goods, which have of course 
suffered from the abnormal wear and tear of the war. 

Since Belgium is more highly industrialized than countries such 
as France and Holland, her economy was not so hard hit by the 
war losses in agriculture. Nevertheless, her losses in this respect 
were considerable. Cattle decreased in number by roughly 25 per 
cent, and although the number of cattle by May 1946 had reached 
a total of 1,710,000, compared with 1,759,000 pre-war, these 
figures fail to disclose the fact that the number of milk cows was 
still considerably below pre-war levels (972,900 pre-war, 785,300 
May 1946). For crop production in 1945 the index numbers were 
as follows: bread grains, 52; fodder grains, 63; potatoes, 39; sugar, 
75. The estimates for 1946 crops were: bread grains, 72; fodde 
grains, 84; potatoes, 62 (1935-38=100). 

The food situation is now satisfactory, although the Trade 
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Union leaders at a conference at the beginning of December 
complained that one-quarter of agricultural produce was still 
going to the black market. Among the most serious shortages 
have been sugar and potatoes, the index of production for the 
sugar refining industry reaching only 44 in July 1946 (1936-38= 
100). Before the war Belgium had a large import and export 
trade in sugar and her sugar refining industry was of some impor- 
tance. The Government has had a hard, and not altogether 
successful fight to keep prices and wages from rising. The 
February elections were held earlier than originally planned partly 
because of differences between the Socialists and Communists in 
the Government on this issue, the Socialists stressing the need to 
keep prices down if Belgian goods were to compete successfully in 
the world’s markets, and the Communists pressing for higher 
wages. ‘l‘he Trade Unions were only reassured by the sop of a 
10 per cent cut in prices of most consumer goods enforced by the 
Government in May. Recently some Trade Unions have again 
become restless, complaining that price control has slackened, 
especially now that the purchase of raw materials from abroad by 
Government agencies has ceased. 


Luxembourg 
As in Belgium, the main destruction suffered by Luxembourg 


was that of her transport system. It is estimated that it will take 
5 years to complete the total restoration of her railroads. 
Shortages of coke for the iron and steel industry, hides for the 
leather industry, fats for the chemical industry, and timber for 
building have been obstacles to reconstruction. Germany was one 
f Luxembourg’s best customers for iron and steel products, 
cement, bricks, and plaster, and this export trade has been very 
limited since the liberation. The improvement in fuel imports in 
\ugust is reflected in the iron and steel production figures in 
September, which were up to 141,000 metric tons, compared with 
,monthly average of 153,000 metric tons in 1939. 
Holland 
The devastation in Holland was worse than in that of any other 
Western European country. At the time of liberation her railroads 
vere practically demolished, over 40 per cent of her merchant 
narine tonnage had been lost, the ports of Amsterdam and 
Rotterdam were seriously damaged, and 219,000 hectares of land 
vere inundated, more than 77,000 with salt water. Most of this 
nd has been brought back into production, but it will take at 
ist 5 years before the yields can be restored to the pre-war level. 
s is very important for a country which specializes in intensive 
griculture which gives employment to a fifth of the population. 
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The estimated volume of agricultural production in 1946 as 
compared with 1938 is summarized in the following table: 


Agricultural products 80 per cent 
Meat and eggs 30 BS 
Milk 72» 
Horticultural production (e.g. 

bulbs) 100 ” 
Weighted average —.. - 


Low yields have here, as in other countries, been due to the 
considerably reduced supplies of fertilizer during the war. Fortu- 
nately this affects horticultural production very little. In 1945 the 
yield of agricultural crops averaged about two-thirds of pre-war. 

The recovery of Holland has been retarded by two factors: 
(a) her dependence on the German market, and (0) the loss of her 
trade with the Netherlands East Indies. Before the war Holland 
obtained 21 per cent of her total imports from Germany and sent 
14 per cent of her total exports there. But the closeness of the 
tie-up between the two countries is not sufficiently revealed by 
these figures. Dutch industries are not only geared to the use of 
German raw materials and semi-manufactured goods, but a large 
part of their equipment is German in origin, They now have the 
greatest difficulty in obtaining suitable spare parts for their 
machinery. Moreover, the policy of the Occupying Powers in 
Germany with their insistence that payments in respect of trade 
exchanges and services shall be settled in dollars provides another 
obstacle. Holland’s investments in Germany were also of in- 
creasing importance before the war, providing her in 1938 with 
an income from dividends of Gu. 21 million. 

While Holland now desires to reduce her dependence on the 
German economy she cannot do this rapidly. For example, before 
the war the main customer of Dutch Rhine shipping and of the 
Dutch harbours was Germany, and the importance of inland 
shipping and harbour traffic to Holland was great—48 per cent 
of her invisible income depended upon it. The Minister of 
Transport, speaking at The Hague on Oct. 25, said that before 
the war Holland received a yearly income of about Gu. 100 million 
from Rhine shipping, but that while Dutch imports amounted to 
5 million tons during the first eight months of 1946, only 14 per 
cent of these came via the Rhine, compared with 66 per cent before 
the war, when imports reached 28 million tons a year. He empha- 
sized that Dutch prosperity would be impossible of achievement 
without a normal Germany, and expressed the hope that the Allies 
would restrict their use of Hamburg and Bremen and use the 
Dutch ports instead. Rhine shipping by the beginning of Decem- 
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ber had reached only 15 per cent of its pre-war level, and an 
indication of the decline in the trade of Rotterdam was given by 
the Hilversum radio on Dec. 2 when it was announced that the 
4,00oth ship since Jan. 1 had entered the port that day. “This is 
good news, but in pre-war days it would have been about 10,000 
ships by this time of year.” 

The political and economic situation in the Netherlands East 
Indies has been the other major disturbing factor in Dutch 
economy. Before the war Holland got about two-thirds of her tin 
from the Indies. Her tin-smelting industry had grown to be of 
great importance; she produced approximately one-sixth of the 
world production in 1938. Over half her raw tobacco imports 
came from the Indies. She also drew an income of Gu. 33 million 
from her capital investments there, an income which played an 
important réle in her invisible exports. Since the war there has 
been a virtual cessation of trade, especially of the Dutch entrepét 
trade in colonial products. 

While factors largely outside Holland’s control have upset her 
economy, tribute must be paid to the efforts made by the Dutch 
people to rehabilitate their country in the spheres which lay 
within their control. The transport problem was tackled with 
vigour, and is no longer a limiting factor, though as in other 
countries this has only been achieved by intensified use of existing 
rolling stock. The reorganization of the monetary system after 
the chaos created by the Germans was a bold and necessary 
measure which has done much to check inflation and to reduce the 
jlack market to small proportions. The Dutch, a law-abiding 
people, have on the whole co-operated well with the Government 

its efforts to stabilize wage rates and effect some reduction in 
prices in so far as the productivity of labour permitted. Con- 
cessions had to be made to the agricultural section of the popula- 
tion, whose wage level is now about 140 per cent higher than 
before the war. This compares with a rise of 60 per cent for 
ndustrial wage earners. The food situation has for some time 
been satisfactory, though vegetables are comparatively scarce and 

Sugar is plentiful as compared with the position in other 
untries. The official ration in October 1946 was 20 ozs. a week, 
he index figure of production for July 1946 being 17 

The index for coal was 63, and coal imports in ae 1946 

ere about 50 per cent of the pre-war monthly average. Index 
figures for other industries were very different—that for bricks 

ng 43, for cotton and linen-weaving 39, for cigars 47 last July 


Discussions are probably to be held in January 1947 at The Hague with the 
t of bringing about a trade agreement between the Netherlands and the 
inglo-American zone of Germany. 
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(1938=100). (The ration for cigarettes was still only 20 a week 
in November.) Production of phosphates fertilizer has risen to 
119 and of the rubber industry to 104. In the summer of 1946 the 
aggregate industrial production was estimated to be just over 6 
per cent of pre-war. 

The bad housing situation is aggravated by the increase in the 
population due to the rise in the birth-rate, despite the fact that 
Holland lost about 2.2 per cent of her population as a result of the 
war. Out of just over 2 million houses, 80,000 were totally 
destroyed, 50,000 badly damaged, and 350,000 slightly damaged. 
Of the partly damaged houses 80 per cent have been repaired, 
Under an emergency scheme, 7,700 emergency dwellings and 
5,000 emergency farmhouses have been built. Holland’s housing 
position is, however, still even worse than that of this country. 


France 

Apart from the great damage to her transport system and to the 
Alsatian potash and bauxite fields, the productive machinery of 
France was largely intact when liberation came. But she had not 
the advantage of Belgium after liberation of being the main Allied 
base for the final assault on Germany, and was therefore not in a 
position to earn dollars. Sixty-six per cent of her port facilities 
were damaged and 10 per cent of her railway track, and 24 out of 
her 40 marshalling yards were destroyed. The most urgent task 
was to get her transport system going again. By January 1946 she 
had made an amazing recovery in this respect. In the case of 
railroads her transport capacity was then 75 per cent of 1938, of 
waterways 60 per cent, and of roads 50 per cent. She was helped 
initially by credits of £150 million ($600 million) from Britain, 
and $550 million from the U.S.A., through the Export-Import 
Bank. In addition she received “‘pipe-line” supplies worth $140 
million delivered after Lend-Lease and Mutual Aid had come to 
an end. These credits, together with the further loans amounting 
to $967 million from the U.S.A. last May, have helped to put her 
on her feet. An indication of her recovery is given by the General 
Index of Industrial Production figures, which were just over 60 
in October 1945 and about go in October 1946 respectively. 

As in Belgium, shortages of coal and man-power still hamper 
recovery. If import requirements of coal could be met it is claimed 
that the available plant capacity is sufficient to permit production 
at the 1938 level or even to exceed it. Before the war France 
imported roughly a third of her total requirements of coal. In the 
first ten months of 1946 she was importing on an average 900,000 
tons a month, compared with 1,650,000 tons in 1938, i.e., roughly 
50 per cent. In 1938 she imported from the Ruhr a monthly 
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average of 419,500 tons; in 1946 coal imports were down to 
190,874 tons, and by October, after the cuts, were as low as 98,083 
tons. A further cut of 10,000 tons was made last November. The 
U.S.A. has partially filled the gap caused by lack of coal from 
Great Britain, whose coal exports to France are now insignificant, 
and the French, by special treatment of the miners in the Saar, 
have managed to maintain monthly imports from there at a level 
of 108,750 tons, compared with a monthly average of 132,000 in 
1938. A hopeful factor in this field is the increase of 9 per cent in 
home production. But 20 per cent of this coal has been produced 
by prisoners-of-war, 60,000 of whom are employed in the mines. 

France lost over 600,000 lives—nearly 14 per cent of her 
population—as a result of the war. The shortage of man-power 
has been relieved by the employment of 500,000 prisoners-of-war, 
half of whom are employed in industry, and half in agriculture. 
As France agreed at the Reparations Conference in Paris in 
December 1945 to reduce her reparations claim on Germany from 
18.5 per cent to 16 per cent of the total reparations to be paid by 
Germany, in return for the important contribution she received in 
the form of prisoner-of-war labour, indications are that she will 
not be so ready as the Low Countries to release them in 1947, as 
has been recently suggested by the U.S. Government. 

Of a total of about ro million houses in France, about 547,000 
were totally destroyed during the war and 1.5 million damaged. 
At the time of liberation 700,000 families were homeless. By the 
end of October 1946 about 1 million apartment houses had been 
repaired, including 230,000 unfit for habitation owing to war 
lamage, and altogether 430,000 homeless families had been 
rehoused. 

However good the recovery France has made in her transport 
system and industrial production, she has only recently begun to 
ackle seriously the problems of distribution and control of prices. 
Ml. Schuman, the Finance Minister, in a speech at the American 
Club in Paris on Oct. 30, 1946, stated that agricultural production 
was just about what it was 7 years ago. Yet the black market 
flourishes. When controlled prices were established for meat, 
potatoes, and wine, the producers retaliated by withholding these 
goods from the shops in the leading cities. The official rations 
ave been lower on the whole than in other Western European 

untries; this January the weekly rations for normal consumers 
vere: fats, 4 ozs.; sugar, 6} ozs.; cheese, # oz.; bread, 74 ozs.; 
meat, 17 ozs. Except for a short period in the summer of 1946 
t was almost impossible to buy meat in Paris except on the black 
market. Milk has been very short, and none was available to 
idults. The shortage is partly due to the loss of over 10 per cent 
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of the cattle, but partly also to the profitability of turning milk 
into butter or cheese for the black market. 

The besetting problem of France has been inflation. The index 
of retail prices, which was 497 at the end of 1945 immediately after 
devaluation, had risen to 730 in August 1946 (1938=100). This 
index did not take into account the black market prices. After 
August there was a sharp rise in prices which almost negatived 
the increase of 25 per cent made in wages in that month. 

The “Battle of Prices’ begun by the Blum Government with 
a compulsory 5 per cent reduction in prices of all goods, and a 
promise of a similar cut in March or earlier, is a good opening 
offensive. It is hoped that this will psychologically shock 
producers into selling their stocks instead of hoarding them in 
the hope of getting better prices. Unless France can tackle her 
financial problems with vigour the ambitious Monnet Plan’ will 
not succeed. Its success depends on three factors: balancing the 
Budget in 1947; finding at least a million more workers; and 
securing large loans from abroad. Without a fair measure of 
political unity and agreement to stabilize prices it will fail. 


Norway 

Norway’s economic system depends to a great extent on 
international trade. The country imports 80 per cent of her 
cereals for human consumption, a large proportion of her cattle 
fodder, and most of her coal. Her merchant fleet before the war 
was the fourth largest in the world, and per capita her tonnage 
was much larger than that of any other country. Of its total of 
some 5 million tons, only about 15 per cent was needed for her 
own transport requirements. Her pre-war shipping earnings 
amounted to more than 30 per cent of her merchandise exports. 
These figures give some idea of what the loss of 43 per cent of her 
merchant tonnage means to Norway. Although efforts are being 
made to increase Norwegian shipbuilding capacity, and though 
orders have been put out in other countries, mainly in Denmark 
and Sweden, it is reckoned that eight to ten years will be needed 
to rebuild her fleet. Of the total war destruction, amounting to 
about 1,700 million crowns (1939 value), about 800 million crowns 
represents the value of vessels lost during 1940-45. 

Norway is also suffering from loss of export markets. There 
has been a virtual disappearance, as a result of industrial develop- 
ment in other countries during the war, of important Norwegian 
export markets for electro-metallurgical products. According to 
the Report of the Temporary Sub-Commission on Economic Recon- 


1 For a summary of this reconstruction plan see The Economist, Dec. 14, 1946, 
P. 954. 
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struction of Devastated Areas, a permanent change in Norway’s 
industrial structure may consequently be required. Nevertheless, 
Norway, unlike other countries, will probably not have a trade 
deficit if incomes from shipping and services are taken into 
account. This, however, is due rather to the insufficiency of 
imports of much-needed machinery and raw materials than to 
desirable economic development. For Norway imported before 
the war 35 per cent of her total imports of metal goods, machinery, 
equipment, and transport material from Germany, and 48 per cent 
of her imports of chemical products, amongst other things. She 
now has great difficulty in finding alternative sources of supply. 
In other ways, Norway’s balance of payment situation is not so 
rosy as it looks, for it is positive only in regard to non-convertible 
European currencies. Her situation regarding dollar areas and for 
Swedish currency is difficult. So far Norway has received a 
50 million loan from the Export-Import Bank, a $13 million 
scodit from Canada, and a 200 million Kr. credit from Sweden. 
In addition, she received a $10 million credit for the purchase of 
U.S. Government surplus property. She has now secured an 
\dditional loan of $50 million from the Export-Import Bank, but 
the U.S. Government has attached the usual condition that the 
goods should be transported in American ships. ‘The Storting 
nly agreed to accept the loan if the Government did everything 
possible to induce the United States to remove this stipulation. 
The direct damage to Norway as a result of the war was not so 
great as in other Western European countries, with the exception 
ff Denmark. Her transport system and ports were almost un- 
damaged, apart from Finmark in the extreme north. A consider- 
ible amount of the rebuilding is being done directly by the 
Government. For example, the Ministry of Supply created a 
special department to control reconstruction in Finmark. The 
nain obstacle to building activity is the shortage of mechanical 
nstallations. Formerly 50 per cent of this equipment came from 
Germany. Elsewhere houses are for the most part being built 
privately or by co-operative building societies; but building is 
ouraged by the “State Housing Bank’’ which gives building 
ins at an interest rate of 2} per cent. Where social interests 
‘rant it direct subsidies may be paid from State funds. Owing 
the shortage of materials only 10,000 dwellings have been 
mpleted, as against 15,000 planned. 
\lthough the export industries have been hit, the general index 
industrial production has risen remarkably. Figures of produc- 
n for industries working mainly for the home market are now 
gher than in 1938, with notable exceptions such as certain 
textiles, where shortage of labour is a limiting factor. Premier 
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Gerhardsen told the press on Nov. 6, 1946 that Norwegian indus. 
trial production had reached go per cent of its pre-war volume, 
despite the fact that production in the iron and metal industries 
was then about 15 per cent lower than pre-war, and paper pulp 
production about 62 per cent lower. The index for the home 
market industries in October was 125, for the export industries 72 
(1938=100). In an attempt to overcome the timber shortage the 
Storting has now decided that 1945 conscripts must serve their 
time by doing 3 months’ forestry work. 

Norway plans to expand her iron and steel production, her 
spinning capacity in the textile industry, and her hydro-electric 
plant, in order to cover her own domestic requirements. Plans 
have now been approved by the Storting for a new iron and steel 
mill, and a new company has been formed to build a spinning mill. 
But production is not likely to start for another two years or so. 
The new hydro-electric plants which the Germans began to set up 
are now being completed. It is expected that imports in 1947 and 
1948 will increase considerably in order that all these schemes may 
be put into effect. 


Denmark 
Denmark found herself in some respects in a better position at 
the end of the war than in 1939. Cereal crops showed slightly 


higher production levels than in the pre-war years, and fisheries 
output had also increased. Owing to lack of imported feeding 
stuffs, the pig and poultry population had been reduced by about 
50 per cent, but the cattle figures remained approximately un- 
changed. The reduction of real assets during the war has been 
estimated at only between 5 and 10 per cent. Denmark’s one major 
loss was that of a third of her merchant marine, which is an 
important source of income. 

If Denmark was not directly damaged by the war to any great 
extent, she has certainly suffered from the after effects. Before the 
war her trade was predominantly with the United Kingdom and 
with Germany. About half her total imports of chemicals, artificial 
fertilizers, iron and steel, metal products, machinery, and equip- 
ment came from Germany, and the loss of this source of supply 
must have serious effects on her economy. As regards exports, 
Britain can buy butter and bacon more cheaply in the Dominions, 
so that Denmark is finding it difficult to obtain remunerative 
prices and to re-establish herself in her former market. 

It was recently estimated that by the end of 1946 Denmark 
would have imported goods to the value of nearly Kr. 2,750 
million and exported goods worth only Kr. 1,500 million. At 
the end of 1946 she owed Britain about Kr. 700 million, and since 
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then the amount has increased considerably. Naturally she wishes 
to maintain her imports if possible, as she is anxious to re-equip 
her industries after the wear and tear of war. But unless she 
manages to increase the value of her exports, in particular to 
Britain, she will have to make drastic cuts in her programme for 
national reconstruction. She is negotiating with the International 
Bank for a 25-year loan of $50 million (approx. Kr. 250 million), 
but this will not take her far in view of her present trade deficit. 
She has had a $20 million Export-Import Bank loan, but prefers 
the idea of an International Bank loan, since she would then not 
be tied to buying goods exclusively from the United States. 


The most compelling conclusion to be drawn from this survey 
is the dependence of recovery in Western Europe on the state of 
German industry. Until the future of Germany is settled, the 
other countries are unable to make satisfactory plans. Many 
European countries, including France, Belgium, and Holland, aim 
at increasing their production of capital goods because they 
assume an expansion of domestic requirements and the continued 
absence of former German production. In the case of the Low 
Countries, Denmark, and Norway, whose economies are deter- 
mined so much by the state of their international trade, no com- 
prehensive economic plan has been made, but a general policy of 
ndustrial development has been formulated. In the Monnet Plan 
France has drawn up an ambitious 4-year scheme of reconstruction 
to modernize her industries, which involves the devotion of, on 
the average, over 20 per cent of her national income to internal 
nvestment and the building up of a large dollar balance of pay- 
ments. 

The question of co-ordinating the economic plans for recon- 
struction in the European countries has been under consideration 

the Economic and Social Council’s Temporary Sub-Com- 
ssion on Devastated Areas. In their Report drawn up in 
September it was emphasized that national plans and policies had 
en made largely without reference to one another. If all Western 
ropean countries carry out their reconstruction on the same 
ttern there will be an over-capitalization in heavy industry and 
loss of equilibrium, as in 1929. For this reason among others it 

s proposed in the Report that an Economic Commission for 

rope be set up to co-ordinate reconstruction plans, in order to 

ire the most economic production of machinery and equip- 
ent. It is encouraging that the U.N. Assembly, with Russian 
support, has now agreed that such a Commission should be set up. 
J. M. H. 
D. P. E. 








